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MEMORANDUM

TO: Docke t Control

FROM : Ernest G. Johnson
Dire ctor
Utilitie s  Divis ion

DATE : November 9, 2007

S TAFF RE P O RT FO R WILHO IT WATE R CO MP ANY - THUNDE RBIR.D
ME ADO W S '  AP P LIC ATIO NS  F O R  A P E R MANE NT R ATE  INC R E AS E
(DOCKET no . W-02065A-07-0312) AND FINANCINGS  (DOCKET nos . W-
02065A-07-0307 AND W-02065A-07-0306).

Atta che d is  the  S ta ff Re port for Wilhoit Wa te r Compa ny - Thunde rbird  Me a dows '
applications for a  permanent ra te  increase  and associa ted financings. S ta ff recommends approva l
of the  ra te  incre a se  a pplica tion us ing S ta ffs  re comme nde d ra te s  a nd cha rge s , a nd a pprova l of
Staff"s financing recommendations and re la ted surcharges.

Any pa rty who wis he s  ma y file  comme nts  to the  S ta ff Re port with the  Conlmis s ion's
Docke t Control by 4:00 p.m. on or be fore  November 19, 2007.

EGJ :J MM:re d

Origina tor: J e ffre y M. Michlik
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Service  Lis t for: Wilhoit Wa te r Company - Thunde rbird Meadows
Docke t Nos . W-02065A-07-0312, W-02065A-07-0306, and W-02065A-07-0307

Mr. J im We s t
Authorized Representa tive
We s t & Compa ny, LLC.
365 East Coronado Road, Suite  200
Phoenix, Arizona  85004

Mr. Chris tophe r C. Ke rnple y
Chie f, Le ga l Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007

Mr. Ernes t G. Johnson
Dire ctor, Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007

Ms . Lyn Fa nne r
Chie f, He a ring Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007
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EXECUTIVE SUMMARY
WILHOIT WATER COMPANY - THUNDERBIRD MEADOWS'

DOCKET nos. W-02065A-07-0312, W-02065A-07-0-06, and W-02065A.07-0307

Wilhoit Water Company ("Wilhoit") is engaged in the business of providing water
services to customers in Yavapai County. The Company is composed of three independent water
systems. The Thunderbird Meadows Water System ("Thunderbird" or "Company") is located in
Wilhoit, Arizona and serves an area southeast of U.S. Highway 89. The Blue Hills water system
is located in Dewey, Arizona and the Yavapai Estates system is located in Chino Valley,
Arizona. The three Wilhoit systems along with the Dells Water Company ("Dells") are all
managed by the same parent company which is Glenarm Land Company ("Glenarm").

Sta ff recommenda tions  will only be  presented for Thunderbird in this  Report. P lease  see
S ta ffs  se pa ra te ly tile d Re ports  for the  othe r two Wilhoit wa te r sys te ms , a nd De lls . Thunde rbird
provides  se rvices  to approximate ly 128 cus tomers  and its  current ra tes  were  e ffective  December
9, 1992 pe r Arizona  Corpora tion Commiss ion ("Commis ion") Decis ion No. 58102.

Rate Case:

Thunde rbird's  ra te  a pplica tion re que s te d a n incre a s e  in re ve nue  of $43,692, or 90.72
percent over tes t year revenue  of $48,161. Thunderbird's  proposed revenues  of $91,853 result in
a n ope ra ting income  of $34,457, a nd a n ope ra ting ma rgin of 37.51 pe rce nt. Thunde rbird
proposed an origina l cos t ra te  base  ("OCRB") of $24,572. Thunderbird is  seeking a  ra te  increase
a t this  time  to he lp pa y for the  ma inte na nce  of the  sys te m a nd a  we ll tha t wa s  dug a fte r its  la s t
ra te  increase . In addition, Thunderbird is  seeking a  modest re turn on its  inves tment, has  not had
a  ra te  incre a se  s ince  1992, a nd the  cos ts  to ope ra te  the  wa te r compa ny ha ve  incre a se d with
infla tion in the  inte rim. Thunde rbird's  propose d ra te s  would incre a se  the  typica l re s ide ntia l bill
with a  median usage  of 3,114 ga llons  from $26.16 to $52.40, for an increase  of $26.24 or 100.31
percent.

S ta ff" s  recommended ra te s  would increase  revenue  by $3,639 or 7.56 pe rcent over te s t
year revenues of $48,161. S ta ff recommended revenues of $51,800 result in opera ting income of
$7,779, a nd a n ope ra ting ma rgin of 15.02 pe rce nt. S ta ff re comme nde d a n OCRB of $7,333.
S ta ffs  re comme nde d ra te s  would incre a s e  the  typica l re s ide ntia l bill with a  me dia n us a ge  of
3,114 gallons from $26.16 to $27.44, for an increase  of $1 .28 or 4.89 percent.

Financings:

The  Company requests  authoriza tion to issue  a  debt ins trument in the  amount of $l5,000,
to Gle na rm for funds  a dva nce d by it to drill a  we ll in 2006. The  we ll is  not use d a nd use ful a t
this  s tage  a s  it is  not inte rconnected with the  wa te r sys tem. It is  a lso a  low-producing we ll. S ta ff
recommends denia l of this  requested financing.

The  Compa ny a ls o re que s ts  a uthoriza tion to fina nce  $131,059 re la te d to a dditiona l
s tora ge  ta nks  tha t will be  ne e de d  for Thunde rb ird , which  will be  fina nce d  by the  Wa te r



Infra s tructure  Fina ncing Authority ("WIFA"). S ta ff re comme nds  a uthoriza tion of the  loa n
amount and an infrastructure  surcharge  subj act to certa in restrictions to finance  this  debt.

During a  S ta ff inspection it was  de te rmined tha t Thunde rbird will need to inves t in a  new
wa te r source . S ta ff e s tima te s  a  ne w we ll will cos t a pproxima te ly $100,000. This  loa n will a lso
be  fina nce d through WIFA. S ta ff re comme nds  a uthoriza tion of the  loa n a mount a nd a n
infras tructure  surcharge  subject to ce rta in res trictions  to finance  this  debt.

Compliance:

. Thunde rbird is  not in complia nce  with De cis ion No. 58102, dated De ce mbe r 9, 1992, in
which it wa s  orde re d to ma ke  a rra nge me nts  with the  a ppropria te  ta xing a uthoritie s  to re pa y a ll
accrued property taxes. S ta ff recommends tha t ra tes  authorized in this  case  not become effective
until the  month subsequent to the  Company tiling in this  docke t a  fina lized plan (agreement with
the  Yavapa i County Trea sure r's  Office ) for payment of a ll of its  de linquent prope rty taxes  owed
on its  utility prope rty in Ya va pa i County.
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Fact sheet

Type of 0wne rs hq1: Arizona  "C" Corpora tion.

Loca tion: Thunde rbird se rve s  wa te r cus tomers  loca ted in Wilhoit, which is  in Yavapa i County,
Arizona .

Ra tes : P e nna ne nt ra te  incre a se  a pplica tion file d:
sufficient on September 10, 2007.

Ma y 21, 2007. The  a pplica tion be ca me

Cu rre n t Ra te s : De cis ion No. 58102, da te d De ce mbe r 9, 1992.

P r io r  Te s t  Ye a r : De ce mbe r 31, 1990.

Current Test Year Ended: December 31, 2006.

Metered Rates  :

Compa ny
Curre nt
Ra te s

Compa ny
P ropos e d
Ra te s

S ta ff
Recommended
Rates

Monthly Minimum Cha rge
Based on 5/8 X % inch meter

$12.46 $25.00 $16.50

Ga llons  in  minimum 0 0

Tie r One  from 1 ga llon to 6,000 ga llons
Tie r Two a ll ga llons  ove r 6,001 ga llons

$4.40
$3.25

$8.80
$11.84

Tie r One  from 1 ga llon to 3,000 ga llons
Tie r Two from 3,001 ga llons  to 10,000 ga llons
Tie r Thre e  a ll ga llons  ove r 10,001

$3.45
$5.18
$6.20

Typica l re s ide ntia l bill
(ba s e d on me dia n us a ge  of 3,114 ga llons ) $26.16 $52.40 $27.44

Customers:

The  Compa ny s e rve s  128 cus tome rs .
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Notyieationss

An a me nde d cus tome r notifica tion wa s  file d with the  Arizona  Corpora tion Commiss ion
on June 15, 2007.

Complaints  :

From January 1, 2004, through September 21, 2007 there  have  been fourteen compla ints ,
te n inquire s  a nd twe nty opinions  oppos ing the  ra te  incre a se  file d. All compla ints  a nd inquirie s
have been resolved and closed.
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Summa ry o f Ra te  Filing

On Ma y 21, 2007, Wilhoit Wa te r Compa ny - Thunde rbird Me a dows  ("Thunde rbird" or
"Compa ny") file d a n a pplica tion for a  pe rma ne nt ra te  incre a se  a nd two a s socia te d fina ncings
with the  Arizona  Corpora tion Commis s ion ("Commis s ion"). On S e pte mbe r 10, 2007, the
applica tion was  deemed sufficient by the  Utilitie s  Divis ion S ta ff ("S ta fF').

Based on te s t yea r re sults  a s  adjus ted by S ta ff, Thunderbird had an ope ra ting income  of
$4,901 for an opera ting margin of 10.18 percent as  shown on Schedule  JMM-1.

Thunderbird's  proposed ra tes  would produce  opera ting revenues  of $91,853 and result in
a n ope ra ting income  of $34,457, for a n ope ra ting ma rgin of 37.51 pe rce nt. Thunde rbird's
reques ted ra te s  would increa se  the  typica l re s identia l bill with a  median usage  of 3,114 ga llons
from $26.16 to $52.40, for an increase  of $26.24 or 100.31 percent.

S ta ffs  recommended ra tes  would produce  opera ting revenues of $51,800 and result in an
ope ra ting income  of $7,779, for a n ope ra ting ma rgin of 15.02 pe rce nt. S ta ffs  re comme nde d
ra tes  would increase  the  typica l res identia l bill with a  median usage  of 3,114 ga llons  from $26.16
to $27.44 for an increase of $1 .28 or 4.89 percent.

Thunderbird utilized a  tes t year ending December 31, 2006.

Company Background

Wilhoit is  a n Arizona  "C" Corpora tion cons is ting of thre e  se pa ra te  wa te r sys te ms , a ll of
which a re  loca ted in Yavapa i County, Arizona . In addition to Thunde rbird, Wilhoit a lso ope ra te s
the  Blue  Hills  a nd Ya va pa i Es ta te s  ("Ya va pa i") wa te r s ys te ms . Wilhoit a nd  De lls  Wa te r
Company ("De lls") a re  subs idia rie s  of Glenann Land Company ("Glena rm").

The Commission has granted Thunderbird three  ra te  increases (See  Commission Decision
No. 52042, da te d April 10, 1981, Commiss ion De cis ion No. 57237, da te d Fe brua ry 14, 1991,
and Commission Decis ion No. 58102, da ted December 9, 1992), s ince  its  formation in 1968.

The current ra tes have been in e ffect s ince  December 9, 1992 per Decision No. 58102.

During the  te s t ye a r e nde d De ce mbe r 31, 2006, Thunde rbird provide d wa te r se rvice  to
128 metered customers.

The  Compa ny ha s  no  a dva nce s  in  a id  o f cons truc tion  o r con tribu tions  in  a id  o f
cons truction.
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Consumer Services

A re vie w of the  Consume r S e rvice s  S e ction da ta ba se  for Thunde rbird from Ja nua ry 1,
2004, through S e pte mbe r 21, 2007, re ve a le d tha t in 2007 the re  we re  e ight compla ints  (thre e
billings  and five  qua lity of se rvice ), ten inquire s  and twenty opinions  oppos ing the  ra te  increase .
In 2006, the re  we re  four compla ints  (thre e  qua lity of s e rvice  a nd one  cons truction), thre e
inquirie s  and no opinions . In 2005, the re  we re  two compla ints  (one  disconnect and one  repa ir),
no inquirie s  a nd no opinions . Fina lly, in 2004, the re  we re  no compla ints , inquirie s  or opinions .
All compla ints  and inquiries  have  been resolved and closed.

Compliance

S ta ff" s  review of Decis ion No. 58102 and re la ted S ta ff memorandums revea led seve ra l
a re a s  of non-complia nce  with pre vious  Commis s ion Orde rs . A d is cus s ion  of e a ch  non-
compliance  issue  is  presented below:

Sale of Assets and Cancellation of a Portion of the Wilhoit Certificate of Convenience and
Necessity ($£CC&N") Docket No. W-02056A-03-0490

On J uly 16, 2003, in Docke t No. W-02056A-03-0490, Wilhoit file d a n a pplica tion for
approval of the  sa le  of tha t portion of its  asse ts  used to serve  the  Glenarm Farms water system to
the  City of Avonda le  a nd to  ca nce l tha t portion of its CC&N. The  a sse ts  reques ted to be
tra ns fe rre d we re  e ncumbe re d by Ma ricopa  County ta x lie ns  a t the  time  tota ling a pproxima te ly
$215,000.

Th e  a p p lica tio n  in d ica te d  th a t th e  s a le  wa s  b e in g  e n te re d  in to  u n d e r th re a t o f
condemnation. A Sta ff Report tiled October 6, 2003, recommended approva l of the  sa le  and tha t
the  Commiss ion orde r Wilhoit to file  evidence  tha t the  S ta te  of Arizona  would be  pa id amounts
to sa tisfy the  outs tanding personal property tax obliga tion before  the  close  of escrow.

The  City of Avonda le  a rgued tha t the  de linquent tax would be  extinguished upon the  sa le
to the  City of Avonda le  in  its  ca pa city a s  a  s ubdivis ion of the  s ta te . S ta ff's  clos ing brie f,
howe ve r, indica te d tha t citie s  a re  re quire d to pa y de linque nt prope rty ta xe s  a tta che d to the
prope rty the y a cquire . At the  time  of the  he a ring on the  ma tte r, the  City of Avonda le  wa s  on
record as a lready providing service  to the  customers in the  Glenarm Farms area .

Fo llo win g  a  h e a rin g ,  a  P ro p o s e d  O rd e r wa s  is s u e d  o n  J a n u a ry 7 ,  2 0 0 4  wh ich
recommended approva l of the  sa le  and cance lla tion of a  portion of the  CC&N subject to seve ra l
conditions , one  of which was  the  filing of evidence  tha t the  outs tanding tax liens  we re  sa tis fied
before  the  close  of escrow or 30 days  from the  Decis ion, whichever occurred firs t.

According to the  Commis s ion's  re cords , Wilhoit re que s te d tha t cons ide ra tion of the
P ropos e d  Orde r be  pu lle d  from the  Ope n  Me e ting  a ge nda  a nd  it wa s . Wilhoit ne ve r
subsequently requested that it be  placed back on the  agenda. On June 7, 2004, the  Commission's
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requesting that the  Company have the  case  placed on an Open Meeting agenda before  December
31, 2004. There  was no docketed response  to the  le tte r.

The  sa le  and de le tion docke t rema ins  open and Wilhoit is  s till the  company of record for
this  a rea  on the  Commiss ion's  maps  and records . To facilita te  the  process ing of the  ca se , S ta ff
sent a  le tte r to the  parties  of record on September 13, 2006, requesting the  following information:

1 .

2 .

3 .

Has the  transaction been consummated? If so, on what date?
Please provide a  copy of the executed sales agreement.
W h a t a re  th e  p a rtie s  in te n tio n s  re g a rd in g  th e  P ro p o s e d  O rd e r a n d  th e
Commiss ion's  review and vote  on this  ma tte r?
Wha t is  the  s ta tus  of the  prope rty ta x de linque ncie s  of Wilhoit Wa te r Compa ny
re la tive  to the  a rea  transferred to Avondale?

S ta ff did not re ce ive  a ny re sponse s  from a ny pa rty a nd the  le tte r to Wilhoit's  a ttorne y
was re turned as non-deliverable .

On June 21, 2007, in the  course  of the  current ra te  cases, Staff sent Wilhoit a  data  request
which included the  four questions  lis ted above . Wilhoit responded to tha t da ta  request producing
the  sa le s  agreement with the  City of Avonda le  da ted July 3, 2003. Wilhoit a lso represented tha t
the  sa le  was consummated on September 10, 2004, and tha t the  a ttorney for the  City of Mondale
has been unable to resolve the tax issue.

The  transfe r case  is  now over four yea rs  old. Wilhoit's  we lls  and pipe  in the  transfe r a rea
have  been abandoned and a re  not included in the  current ra te  reques ts . The  City of Avonda le  is
now dire ctly s e wing the  cus tome rs  in the  tra ns fe r a re a . S ta ff conclude s  tha t it would not be  in
the  public inte res t to pursue  or furthe r process  the  sa le  of a sse ts  and CC&N cance lla tion for the
Gle na rm Fa rms  a re a  a nd re comme nds  tha t the  Commiss ion a dminis tra tive ly close  Docke t No.
W-02056A-03-0490 a nd re move  the  a ppropria te  a re a  from Wilhoit's  se rvice  te rritory a s  shown
on the  Commiss ion's  CC&N maps .

Prior Rate  Cas e Docket No. W-02065A-90-005

In De cis ion No. 57237, da te d Fe brua ry 14, 1991, the  Commiss ion e xpre s se d conce rn
ove r proba ble  cros s -s ubs idiza tion a mong Wilhoit's  wa te r s ys te ms . Accordingly, Wilhoit wa s
orde re d to ma inta in s e pa ra te  re cords  of re ve nue s , e xpe ns e s , a nd ra te  ba s e s  for e a ch of its
systems. In  th e  fo llo win g  ra te  ca s e  (Do cke t No . W-0 2 0 6 5 A-9 2 -0 1 2 0 ),  Wilh o it wa s  in
compliance  with this  recordkeeping provis ion of the  Orde r. However, the  Company is  no longe r
in compliance , and it could not support separa te  expenses  and ra te  bases  for each of its  systems
in the  curre nt ra te  ca s e . Wilho it is  ou t o f complia nce  with  the  Na tiona l As s ocia tion  o f
Re gula tory Utility Commis s ione rs  ("NARUC") Uniform S ys te m of Accounts  ("US OA").

4.
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Prior Ra te  Case  Docke t No . W-02065A-92-0120

Sta ffs  review of a  notice  of lega l action da ted September 14, 1993, a s  filed by the  Lega l
Divis ion of the  Commiss ion re ve a le d tha t the re  a re  s e ve ra l complia nce  ite ms  unre solve d tha t
a ros e  from De cis ion No. 58102 da te d De ce mbe r 9 , 1992. Wilhoit wa s  re quire d to  do the
following:

Wilhoit Wa te r Compa ny, Inc. s ha ll file  copie s  with the  Dire ctor of the  Utilitie s
Divis ion of "pa id-in-full" ta x s ta te me nts  for curre nt prope rty ta x pa yme nts  within
90 days of the  tax sta tement due date  (Due 2/1/93).

Wilhoit Wa te r Compa ny, Inc. s ha ll ma ke  a rra nge me nts  with the  a ppropria te
taxing authoritie s  to repay a ll accrued property tax and associa ted inte res t and to
provide  writte n s umma ry to  the  Dire ctor of Utilitie s  Divis ion of the  de ta ils  of
such arrangements/agreements (Due 6/9/93).

Wilhoit is  not curre nt on its  prope rty a nd s a le s  ta x pa yme nts . In a ddition, Wilhoit ha s
de linquent taxes  going back to the  ea rly l990's . Copies  of the  amounts  owed separa ted by wate r
system from the  Yavapai County Assessors ' web s ite  (da ted October 23, 2007) a re  as  follows:

Pa rce l No. Companv/Water System Back Taxes  Owed

907-60-190 The  De lls  Wate r Company $6,316.40

929-92-340 Wilhoit Wa te r Compa ny
Thunderbird Meadows

$39,661.22

929-92-290 Wilhoit Wa te r Compa ny
Blue  Hills

$6,746.51

929-95-120 Wilhoit Wa te r Compa ny
Yavapa i Mobile  Home Esta tes

$26,735.81

929-95-131 Wilhoit Wa te r Compa ny
Yavapa i Mobile  Home Esta tes

$154.13

Total back taxes owed, as of October 23, 2007 $79,614.07

According to a  re sponse  to a  S ta ff da ta  re que s t, Wilhoit through its  Attorne y's  Ma rtin &
Be ll, L.L.C., conta cte d the  Ya va pa i County Tre a s ure r's  Office . Ma rtin  & Be ll s ubmitte d  a
me mo to S ta ff s ta ting tha t Ross  Ja cobs , the  County Tre a sure r "indica te d a  de s ire  to work with
the  wa te r compa nie s  to pa y the  ba ck ta xe s  in a  time ly fa shion a nd indica te d tha t he  would be

b.

a.
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ope n to a ba ting, a n a s  ye t unde fine d portion of the  pe na ltie s  a nd inte re s t, if a  re a s ona ble
repayment plan could be  fashioned."

Wilhoit's  a ttorneys  indica ted to Mr. Jacobs  "tha t the  Company did not currently have  the
fina ncia l whe re witha l to commit to a  re pa yme nt s che dule , but tha t if the  curre nt ra te  re que s ts
pe nding be fore  the  ACC we re  succe s s ful, Wilhoit a nd De lls  would be  pre pa re d to e nte r into a
repayment agreement."

As Wilhoit has  not made  good on past compliance  requirements  from the  previous  cases ,
and the re  is  a  pa tte rn of the  Company not paying taxes , S ta ff concludes  tha t it is  appropria te  to
defe r the  e ffective  da te  for any new ra tes  approved regarding any of the  Wilhoit sys tems or Dells
until the  month s ubs e que nt to the  da te  a  copy of a  fina l a gre e me nt be twe e n Wilhoit a nd the
Yavapa i County Treasure r's  office  regarding payment of de linquent taxes  is  filed in this  docke t.

Othe r Compliance  Items

The  Company is  in good s tanding with the  Corpora tions  Divis ion of the  Commiss ion.

Engineering Ana lys is

The  pla nt fa cilitie s  we re  vis ite d  on Octobe r 12, 2006, by De l S mith , S ta ff Utilitie s
Engine e r, in  the  a ccompa nime nt of Mr. J im We s t of We s t & Compa ny, LLC, a u thorize d
re pre s e nta tive  of the  Compa ny. A comple te  d is cus s ion  of S ta ffs  te chnica l find ings  a nd
re comme nda tions  a nd a  comple te  de s cription of Thunde rbird  is  provide d in  the  a tta che d
Enginee ring Report.

The  Arizona  De pa rtme n t o f Environme n ta l Qua lity ("ADEQ") is s ue d  a  no tice  o f
viola tion ("NOV") on Fe brua ry 27, 2007. The  NOV is  a n informa l complia nce  a s s ura nce  tool
us e d by ADEQ to put the  re s pons ible  pa rty, in this  ca s e  Thunde rbird, on notice  tha t ADEQ
believes  a  viola tion of an environmenta l requirement has  occurred.

Rate Base

Staff decreased ra te  base  by $17,239. The  change  was the  result of adjustments  made to
re fle c t the  d is a llowa nce  o f p la n t in  the  a moun t o f $30 ,072 , re duc tion  o f a ccumula te d
de pre cia tion by $9,344 a nd the  inclus ion of the  formula -me thod for ca s h working ca pita l
a llowance  in the  amount of $3,489. See  Schedule  JMM-2 page  1.

Plant-in-Service

S ta ff dis a llowe d pla nt in s e rvice  in the  a mount of $30,072. Of this  a mount $15,072 is
re la ted to a  Well tha t was  constructed in 2006, but is  s till not used and use ful, and the  remaining
$30,000 re la te d to pla nt a dditions  in 1997 tha t Thunde rbird wa s  una ble  to subs ta ntia te . As  a
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result, the re  were  no new additions  added to plant in se rvice  s ince  the  1992 ra te  case  (Decis ion
No. 58102).

Accumulated Depreciation

S ta ff de cre a se d Thunde rbird's  propose d a ccumula te d de pre cia tion a mount by $9,344,
which is  re la ted to Sta ff' s  removal of the  above  mentioned $30,072 in plant in se rvice .

Working Capita l

Thunde rbird ne gle cte d to cla im a ny ca s h working ca pita l a llowa nce . S ta ff include d a
cash working capita l a llowance  of $3,489, ca lcula ted us ing the  formula-method.

Ope ra ting  Income

Operating Revenue

Staff made no adjustments to Thunderbird's  test year operating revenues of $48,161 .

Operating Expenses

As  pre vious ly me ntione d in  the  Complia nce  s e ction  of th is  re port, Wilhoit d id  not
ma inta in re cords  to s e pa ra te ly ide ntify e xpe ns e s  for its  individua l wa te r s ys te ms . As  a  re s ult
identifying the  expenses  directly a ttributable  to the  individua l Wilhoit sys tems  or De lls  could not
be  achieved. In an a ttempt to overcome this  recordkeeping deficiency, Glenann a lloca ted ce rta in
expenses  among its  systems using the  following percentages: Thunderbird, 45 percent, Yavapa i,
35 pe rcent, Blue  Hills , 20 pe rcent, and De lls , 0 pe rcent. According to Glena rm, the se  a lloca tion
factors  represent re la tive  customer counts  for the  systems a t an unspecified historica l da te .

S ta ff de ve lope d a n a lte rna te  a lloca tion fa ctor for a lloca ting e xpe nse s  tha t could not be
dire ctly a ttribute d to one  of the  Wilhoit s ys te ms  or De lls  s ince  the  cus tome r counts  us e d by
Wilhoit a re  s ta le  and because  in some  ins tances  cus tomer count is  not the  pre fe rred a lloca tion
ba s is . S ta ffs  cus tome r ba se d a lloca tion fa ctors  by wa te r sys te m a re  a s  follows : Thunde rbird,
34.69 percent, Yavapai, 29.81 percent, Blue  Hills , 17.34 percent, and Dells  18.16 percent.

Staffs  adjustments  to opera ting expenses resulted in a  decrease  $14,136 from $57,396 to
$43,260 as  shown on Schedule  JMM-3 page  1. The  adjustments  a re  expla ined be low.

Sa la rie s  and Wages - Adjus tme nt A de cre a s e d s a la rie s  a nd wa ge s  by $4,208 from
$19,551 to $15,343, to re flect a  pro ra ta  sha re  (34.69 pe rcent) of the  $44,231 sa la ry pool based
on the  number of customers.

Repa irs  and Maintenance - Adjus tment B decreased repa irs  and ma intenance  expenses
by $6,030 from $7,439 to $1,409. This  a djus tme nt re fle cts  a  pro ra ta  s ha re  ($620 or 34.69
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percent) of the  $1,788 repa ir and maintenance  expense  pool based on the  number of cus tomers
a nd $788 of dire ct cos ts . S ta ffs  $1,788 e xpe ns e  pool re fle cts  a  $6,444 de cre a s e  from the
Company's  $8,232 expense  pool, to remove non-test year and unsupported amounts.

Office  Supplies  and Expense - Adjus tment C decreased office  supplie s  expense  by $557
from $1,460 to $903, to re fle ct S ta ffs  e s tima tion of a  re a s ona ble  office  s upply a mount. The
Company provided S ta ff with no supporting documenta tion (i.e . invoice s ) to support its  cla imed
costs . S ta ff e s tima te d office  supplie s  e xpe nse  a t $0.5876 pe r cus tome r pe r month ba se d on
supply items such a s  pos tage , enve lopes , printe r ca rtridges , e tc. (128 cus tomers  x 12 months  x
0.5876 :: 33903).

Wate r Testing Expense - Adjus tme nt D de cre a se d wa te r te s ting e xpe nse  by $175 from
$1,724 to $1,549 (See  Engineering Report).

Rents --- Adjustment E decreased rent expense  by $1,320 from $2,970 to $l,650, to re flect
a n e qua l a lloca tion of the  $6,600 poole d re nt e xpe ns e  a mong the  thre e  Wilhoit s ys te ms  a nd
De lls .

Ge ne ra l Lia bility Insura nce - Adjus tme nt F de cre a se d Insura nce  .- Ge ne ra l Lia bility by
$341 from $1,488 to $1,147. This  adjus tment re fle cts  a  pro ra ta  sha re  ($l,l47 or 34.69 pe rcent)
of the  $3,307 genera l liability insurance  expense  pool based on the  number of customers.

Misce llaneous  Expense - Adjus tme nt G de cre a s e d mis ce lla ne ous  e xpe ns e  by $1,180
from $1,580 to $400. $300 of which wa s  re cla s s ifie d from wa te r te s ting e xpe ns e , a nd the
re ma ining ba la nce  of $100 wa s  ba s e d on the  a lloca tion me thodology tha t S ta ff de ve lope d,
utilizing an equa l a lloca tion to each of the  three  Wilhoit sys tems and Dells .

Deprecia tion Expense - Adjus tment H decrea sed deprecia tion by $1,418 from $1,504 to
$86, as  a  result of decreasing plant in service .

Taxes  othe r than Income - Adjus tme nt I de cre a se d ta xe s  othe r tha n income  by $3,152
from $3,152 to SO, a s  the se  were  sa le s  taxes  pa id to the  Arizona  Depa rtment of Revenue  and
should be  removed from expenses , s ince  the  corresponding collected taxes  were  removed from
revenue .

Property Taxes - Adjus tment J  increased prope rty taxes  by $2,948 from $0 to $2,948, to
reflect the  actual 2006 property tax assessment by the  County.

Income  Taxes .... Adjus tment K increased income  taxes  by $1,297 from $0 to $1,297, to
re flect S ta ffs  recommenda tion based on taxable  income  and applica tion of s ta tutory fede ra l and
state  tax rates.
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Revenue Requirement

Staff utilized an opera ting margin ins tead of a  ra te  of re turn on ra te  base  to de te rmine  the
revenue  requirement. The  Company's  ve ry sma ll ra te  base  does  not produce  sufficient revenue
from a  ra te  of re turn to support the  Company's  needs . There fore , S ta ff utilized ope ra ting margin
to de termine  revenue  requirement.

Operating Margin

Thunderbird's  proposed ra tes  and charges would provide  an opera ting income of $34,457
for an opera ting margin of 37.51 percent.

S ta ffs  recommended ra tes  and charges  would provide  an opera ting income of $7,779 for
an opera ting margin of 15.02 percent.

Rate Design

Thunde rbird's  propos e d ra te s  would incre a s e  the  typica l re s ide ntia l bill with a  me dia n
usage  of 3,114 gallons from $26.16 to $52.40 for an increase  of $26.24 or 100.31 percent.

Staff' s  recommended ra tes  would increase  the  typica l res identia l bill with a  median usage
of 3,114 gallons from $26.16 to $27.44 for an increase  of $1 .28 or 4.89 percent.

S ta ff concurs  with Thunde rbird's  increa se  in se rvice  line  and me te r ins ta lla tion cha rges .
For se rvice  cha rges , and monthly se rvice  cha rge  for tire  sprinkle rs , S ta ff re commends  cha rges
tha t a re  consis tent with other wate r companies ' ta riffs .

Summary of Financ ings

Introduction

On Ma y 21, 2007, Thunde rbird  tile d  two fina ncing a pplica tions  a long with  its  ra te
a pplica tion with the  Commiss ion. The  firs t a pplica tion re que s te d re troa ctive  de bt a uthoriza tion
to borrow $15,000, a t a  10 pe rcent annua l inte re s t ra te  from its  pa rent company, Glena rm to be
repa id over a  pe riod of 10 yea rs . The  second applica tion reques ted debt authoriza tion to borrow
$13l,058.62, a t a  10 pe rcent annua l inte re s t ra te  from Glena rm to be  repa id ove r a  pe riod of 10
years. Howe ve r, it wa s  la te r de cide d by the  Compa ny tha t the y would a pply for a  Wa te r
Infra s tructure  Fina nce  Authority ("WIFA") loa n.

Public ' Notice

The  Company included an a ffidavit of Publica tion on Octobe r 29, 2007 in the  Courie r, a
da ily newspaper published by the  City of Prescott.
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Purpose and Terms of the Proposed Financing

The  purpose  of the  firs t long-te rm debt financing is  to re imburse  the  Company for a  loan
tha t it re ce ive d  from its  pa re nt compa ny to  drill a  we ll. The  Compa ny cla ims  this  wa s  a
necessary expense  in order to provide  wate r to its  customers , and in tum re ly less  on wate r tha t it
purchases  from Walden Meadows Community Co-Op ("Walden Meadows").

The  purpose  of the  se cond long-te nn de bt fina ncing is  to ins ta ll two 25,000 ga llon s te e l
s tora ge  ta nks , a  14,000 ga llon ga lva nize d s tora ge  ta nk with ring, a nd cove r the  misce lla ne ous
plumbing and e lectrica l for both, in order to remedy the  current maintenance  issues .

Engineering Analysis of the Proposed Finaneings

S ta ff e xa mine d the  we ll, cons truction pla ns  a nd e s tima te d cos ts  a nd found the m to be
rea sonable  and appropria te . Ho we ve r,  th e  we ll is  s till n o t u s e d  a n d  u s e fu l,  a s  it is  n o t
inte rconnected with the  rest of the  system.

Staff a lso found the additional storage tanks and the associated costs to be reasonable  and
appropria te . In  a ddition, during the  cours e  of S ta ff" s  ins pe ction, it wa s  de te rmine d tha t
Thunderbird would need a  new wate r source , and should drill a  new well. A comple te  discuss ion
of the construction prob ects and costs are discussed in the attached Engineering Report.

Financial Analysis

Sta ff de te rmined tha t the  firs t financing, which was  not authorized by the  Commiss ion, in
the  a mount of $ l5 ,000, s hould  be  tre a te d  a s  a dditiona l-pa id~in-ca pita l by the  owne rs  of
Thunde rbird. Additiona lly, the  owners  did not consult with S ta ff, ADEQ or a  hydrologis t, and a s
a  re s ult the  we ll wa s  drille d in a  poor wa te r producing a re a . S ta ff the re fore , will cla s s ify the
$15,000 as  additiona l-pa id-in-capita l, and s ince  the  we ll is  not used and use ful, S ta ff excluded it
from plant and ra te  base  considerations.

S ta ff de te nnine d the  a dditiona l s tora ge  ta nks  (Le . the  14,000 ga llon a nd 25,000 ga llon
tanks) to be  reasonable  and appropria te  and has comple ted a  financia l analysis  to ensure  tha t the
Company will have  the  wherewitha l to finance  the  new storage  tanks.

S ta ff recommends an infras tructure  surcharge  to pay for the  two additiona l s torage  tanks ,
which will be  re fe rre d to a s  Infra s tructure  S urcha rge  No. 1. Infra s tructure  S urcha rge  No. 1 will
be  conditioned on the  following two requirements  :

1. Thunde rbird provide  a  copy of a n e xe cute d loa n with WIFA.

2. Thunde rbird provide  a  copy of a n Approva l of Cons truction for the  ta nks  from ADEQ.
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As  mentioned ea rlie r S ta ff ha s  de te rmined tha t Thunde rbird will need anothe r source  or
of water to meet the  peak needs of its  current customers . S ta ff believes a  reasonable  estimate  to
drill s uch a  we ll is  $100,000. The  s pe cific loca tion of a ny ne w we ll a nd ma ny othe r fa ctors
which a re  unknown a t this  time  could have  a  s ignificant impact on the  actua l cost.

S ta ff recommends  tha t a  second Infra s tructure  Surcha rge  to pay for the  drilling of a  new
well, which will be  re fe rred to a s  Infra s tructure  Surcha rge  No. 2. Infra s tructure  Surcha rge  No. 2.
will be  conditioned on the  following three  requirements :

1. Thunde rbird provide  a  copy of a n e xe cute d loa n with WIFA.

2. Thunde rbird provide  a  copy of a n Approva l of Cons truction for the  we ll from ADEQ.

3. Thunde rbird provide  a  copy of a n e xe cute d a gre e me nt with Wa lde n Me a dows  tha t
give s  Thunde rbird the  right to us e  Wa lde n Me a dows ' wa te r line s  to "whe e l" the
wa te r to Thunderbird.

The s e  two infra s tructure  s urcha rge s  will be  s imila r in na ture  to a rs e nic cos t re cove ry
surcha rges  a lready approved by the  Commiss ion in othe r cases . In addition, S ta ff recommends
tha t the  colle ction of the  surcha rges  rema in in e ffect until furthe r orde r of the  Commiss ion, and
tha t a ll of the  Wilhoit s ys te ms  a nd De lls  be  orde re d to file  ra te  ca s e s  within five  ye a rs  of the
e ffective  da te  of this  Decis ion. ,

S ta ff recommends tha t the  additiona l s torage  tanks re la ted to Surcharge  No. 1, be  placed
in s e rvice  within 1 ye a r of the  e ffe ctive  da te  of this  De cis ion, a nd tha t the  ne w we ll re la te d to
S urcha rge  No. 2 be  pla ce d in s e rvice  within 2 ye a rs  of the  e ffe ctive  da te  of this  De cis ion. If
these  deadlines are  not met, the  associa ted financing authorization, and surcharge are  void.

S ta ff furthe r recommends  tha t the  Company track a ll surcha rge  revenues  collected from
cus tome rs  s e pa ra te ly in a n inte re s t be a ring ba nk a ccount, a nd tha t the  a mounts  colle cte d be
expended only for debt se rvice  for system improvements .

S ta ff re comme nds  tha t the  Compa ny, a s  a  complia nce  ite m in this  Docke t, file  a nnua l
re ports  with the  Commiss ion re fle cting the  surcha rge  a mounts  colle cte d a nd e xpe nde d by the
Company and any remaining balance .

Since  Sta ff cannot predict which surcharge  will come firs t, S ta ff has  presented the  e ffects
of Infra s tructure  S urcha rge  No. 1 a nd Infra s tructure  S urcha rge  No. 2 se pa ra te ly, a nd a lso the
combined e ffect of both, throughout the  financing ana lysis .

S ta ff's  a na lys is  is  ba s e d on the  Compa ny's  fina ncia l s ta te me nts  da te d De ce mbe r 31,
2006. The  financia l ana lys is  shown on Schedule  JMM-6 pre sents  se lected financia l informa tion
from the  financia l s ta tements , the  pro forma  e ffect of the  proposed $131,059 loan amount, and
the  pro forma  e ffe ct of the  propos e d $100,000 loa n a mount, a nd the  pro forma  e ffe ct of the
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combined debt of $231,059 (i.e ., $131,059 + $100,000). Schedule  JMM-6 a lso shows  the  debt
se rvice  cove rage  ("DSC") and times  inte re s t ea rned ra tio ("TIER").

S ta ff utilize d a  tra ditiona l 20-ye a r loa n a nd a n inte re s t ra te  of 8.00 pe rce nt, for the
analysis  of the  effects  of the  infrastructure  surcharges.

Sche dule  JMM-6, Column A pre se nts  S ta ffs  re comme nde d a mounts  ba se d on the  ra te
ca se  a na lys is  only, without a ny of the  loa ns . Column B pre se nts  the  a djus tme nts  tha t mus t be
ma de  to cre a te  pro forma  re s ults  of the  firs t fina ncing s urcha rge  in the  a mount of $131,059.
Column C re pre s e nts  the  s um of Column A a nd the  a djus tme nts  in Column B. Column D
presents  the  adjus tments  tha t must be  made  to crea te  pro forma  results  of the  second financing
surcha rge  in the  a mount of $100,000. Column E re pre s e nts  the  s um of Column A a nd the
a djus tme nts  in Column D. Column F pre se nts  the  a djus tme nts  tha t mus t be  ma de  cre a te  pro
forma  re sults  of combining S urcha rge  No. l a nd 2 in the  a mount of $231,059. Fina lly, Column
G represents  the  sum of Column A and Column F.

Sche dule  JMM-7 pre se nts  S ta ffs  ca lcula tion of the  a dditiona l infra s tructure  surcha rge s
tha t Thunderbird should be  a llowed to charge  and collect from the ir customers  once  a ll of S ta ff" s
conditions mentioned previously, have  been met.

S ta ff divide d the  tota l incre a s e  in re ve nue  by the  e quiva le nt numbe r of a nnua l bills
(1,536) to derive  the  Surcharge  amount (see  lines  8, 24, and 39 of Schedule  JMM-7).

S ta ff the n utilize d the  NARUC multiplie r which is  ba s e d on flow s ize  to de te rmine  the
s urcha rge  a mounts  for a ll me te r s ize s . For e xa mple , line  12 s hows  how the  infra s tructure
s urcha rge  wa s  de te rmine d for a  3/4" me te r cus tome r by ta king the  NARUC multiplie r of 1.5
times the  infras tructure  surcharge  amount in line  8 ($8.56) which equa ls  $12.85.

Fina lly S che dule s  J MM-8, J MM-9, a nd J MM-10, which a re  s imila r to S che dule  J MM-5
s how the  e ffe cts  of the  s urcha rge s  on the  curre nt typica l 5/8 inch re s ide ntia l cus tome r's  bill.
Be a r in  min d  th a t th e  in fra s tru c tu re  s u rch a rg e  a mo u n t(s ) is  a d d e d  to  S ta ff's  a lre a d y
recommended monthly minimum increase  for 5/8 inch res identia l cus tomers  of $16.50 as  shown
in S che dule  JMM-5.

S ta ffs  re comme nde d Infra s tructure  S urcha rge  No. 1 would incre a se  the  curre nt typica l
re s ide ntia l bill with a  me dia n us a ge  of 3,114 ga llons  from $26.16 to $36.00 for a  combine d
increase  of $9.84 or 37.61 percent.

S ta ffs  re comme nde d Infra s tructure  S urcha rge  No. 2 would incre a se  the  curre nt typica l
re s ide ntia l bill with a  me dia n us a ge  of 3,114 ga llons  from $26.16 to $33.97 for a  combine d
increase  of $7.81 or 29.85 percent.
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The  s um of S ta ffs  re comme nde d Infra s tructure  S urcha rge s  No. 1 a nd No. 2 would
increa se  the  current typica l re s identia l bill with a  median usage  of 3,114 ga llons  from $26.16 to
$42.53 for a  combined increase of 8516.37 or 62.58 percent.

Interest and Debt Service Coverage

S ta ff a lso e xa mine d the  e ffe cts  of the  propose d fina ncing on the  Compa ny's  DS C a nd
TIER.

DS C re pre s e nts  the  numbe r of time s  inte rna lly ge ne ra te d ca s h (i.e . e a rnings  be fore
inte re s t, income  ta x, de pre cia tion a nd a mortiza tion e xpe ns e s ) cove r re quire d principle  a nd
inte re s t pa yme nts  on de bt. A DS C gre a te r tha n 1.0 me a ns  ope ra ting ca sh flow is  sufficie nt to
cover debt obliga tions .

TIER represents  the  number of times earnings before  income tax expense  covers  inte rest
expense  on debt. A TIER grea te r than 1.0 means  tha t ope ra ting income  is  grea te r than inte re s t
expense . A TIER less  than 1.0 is  not sus ta inable  in the  long te rm but does  not necessa rily mean
tha t debt obliga tions cannot be  met in the  short te rm.

The  Company's  DSC and TIER resulting from its  2006 adjus ted financia l s ta tements  a re
not meaningful a s  the  Company had unauthorized debt. Including S ta ffs  recommended revenue
requirement and fully drawing both loans  in the  amount of $231,059 re sults  in a  pro forma  DSC
a nd TIER of 1.43 a nd 1.80, re spe ctive ly. The  pro forma  DSC a nd TIER show tha t Thunde rbird
would have  adequate  cash flow to meet a ll obliga tions including the  proposed debt.

Staff Recommendations

Sta ff recommends  the  following:

Approva l of its  ra te s  and cha rges  a s  shown in Schedule  JMM-4. In addition to collection
of its  re gula r ra te s  a nd cha rge s , the  Compa ny ma y colle ct from its  cus tome rs  a  proportiona te
share  of any privilege , sa les , or use  tax as  provided for in A.A.C. R14-2-409.D.

The  Compa ny file  with Docke t Control, a s  a  complia nce  ite m in this  Docke t, a  sche dule
of its  approved ra tes  and charges within 30 days afte r the  Decision in this  matte r is  issued.

Tha t the  Commiss ion adminis tra tive ly close  Docke t No. W-02056A-03-0490 and remove
the  a ppropria te  a re a  from Wilhoit's  s e rvice  te rritory a s  s hown on the  Commis s ion's  CC&N
maps.

That the Company, be ordered to maintain separate revenues, expenses, and rate bases for
each of the  Wilhoit water systems and Dells , and additionally provide  separa te  ba lance  sheets  for
each water system, and as  a  compliance  item in this  Docket, file  separa te  a rmual reports  with the
Commiss ion.
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Tha t a ny ne w ra te s  a pprove d in this  Docke t not go into e ffe ct until a fte r a n a gre e me nt
be tween the  Company and the  Yavapai County Treasurer's  office  to se ttle  a ll back property taxes
is  executed, and filed in Docke t Control.

Tha t by De ce mbe r 31, 2008, Wilhoit file , a s  a  complia nce  ite m with the  Commis s ion's
Docke t Control, the  ADEQ Approva l of Cons truction for the  pla nt re la te d to the  Compa ny's
de ve lopme nt of a  ne w wa te r s ource . In a ddition, S ta ff be lie ve s  tha t Thunde rbird s hould be
eva lua ted from a  globa l pe rspective  to de te rmine  sys tem adequacy and e fficiency. S ta ff furthe r
recommends tha t the  Company take  immedia te  action to seek ass is tance  from ADEQ through its
s ys te m e va lua tion progra m. Upon comple tion of the  ADEQ s ys te m e va lua tion, S ta ff furthe r
re comme nds  tha t Thunde rbird imme dia te ly a pply for a  Te chnica l As s is ta nce  Gra nt from the
Wa te r Infra s tructure  a nd Fina nce  Authority ("WIFA") to fund proje cts  tha t will improve  sys te m
performance .

Tha t within 60 days  of the  e ffective  da te  of the  orde r in this  ma tte r, Thunderbird address
ADEQ NOV de ficiencie s  number 1 and number 2 and file , a s  a  compliance  item in this  Docke t,
documenta tion demonstra ting that the  improvements have been completed.

Tha t within 60 days  of the  e ffective  da te  of the  orde r in this  ma tte r, Thunderbird make  a ll
ne ce s s a ry corre ctions  to  ADWR re gis tra tion  re cords  to  re fle ct owne rs h ip  of a ll we lls  by
Thunde rbird a nd file , a s  a  complia nce  ite m in this  Docke t, docume nta tion de mons tra ting tha t
such corrections have been made.

Tha t the  Compa ny monitor Thunde rbird a nd s ubmit the  ga llons  pumpe d a nd s old to
de te nnine  the  non-a ccount wa te r for one  full ye a r. The  re sults  of this  monitoring a nd re porting
sha ll be  docke ted as  a  compliance  item in this  case  within 13 months  of the  e ffective  da te  of the
order issued in this  proceeding. If the  reported wate r loss  in grea te r than 10 percent Thunderbird
shall prepare  a  report conta ining a  deta iled analysis  and plan to reduce water loss to 10 percent or
le s s . If Thunde rbird be lie ve s  it is  not cos t e ffe ctive  to re duce  the  wa te r los s  to le s s  tha n 10
pe rcent, it should submit a  de ta iled cos t bene fit ana lys is  to support its  opinion. In no ca se  sha ll
Thunde rbird a llow wa te r loss  to be  gre a te r tha n 15 pe rce nt. The  wa te r loss  re duction re port or
the  de ta iled ana lys is , whichever is  submitted, sha ll be  filed, a s  a  compliance  item in this  Docke t,
within 13 months  of the  e ffective  da te  of the  order issued in this  proceeding.

Tha t Thunde rbird be  re quire d to re port its  cus tome r count by s ys te m in future  Annua l
Reports .

Tha t Thunderbird utilize  the  deprecia tion ra tes  de linea ted in the  Engineering Report on a
going-forvvard basis .

Tha t by December 31, 2008, Thunderbird comple te  the  needed improvements  identified
during S ta ffs  s ite  ins pe ction a nd tile , a s  a  complia nce  ite m in this  Docke t, docume nta tion
demonstra ting that the  improvements have been completed.
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Tha t Thunde rbird re cla s s ify the  loa n a mount of $15,000 a s  pa id-in-ca pita l in the  e quity
section of its  balance sheet.

Tha t Infra s tructure  Surcha rge  No. 1 to fund the  two additiona l s torage  tanks , a s  outlined
in Schedule  JMM-9 be  conditioned on the  following two requirements :

Thunderbird provide  a  copy of an executed loan with WIFA.

Thunderbird provide  a  copy of an approva l of cons truction from ADEQ.

Tha t Infra s tructure  Surcha rge  No. 2 to fund the  new we ll, a s  outlined in Schedule  JMM-9
be  conditioned on the  following three  requirements :

Thunderbird provide  a  copy of an executed loan with WIFA.

Thunderbird provide  a  copy of an approva l of cons truction from ADEQ.

Thunderbird provide  a  copy of an executed agreement with Walden Meadows tha t
give s  Thunde rbird the  right to us e  Wa lde n Me a dows ' wa te r line s  to whe e l the
water to the  Thunderbird system.

Tha t the  additiona l s torage  tanks  re la ted to Surcharge  No. 1, be  placed in se rvice  within l
ye a r of the  e ffe ctive  da te  of this  De cis ion, a nd tha t the  ne w we ll re la te d to Surcha rge  No. 2 be
placed in se rvice  within 2 yea rs  of the  e ffective  da te  of this  Decis ion. If the se  deadline s  a re  not
met, the  associa ted financing authoriza tion and surcharge  are  void.

That the  Company track a ll surcharge  revenues collected from customers  separa te ly in an
inte res t bearing bank account, and tha t the  amounts  collected be  expended only for debt se rvice
on system improvements .

Tha t the  Compa ny, a s  a  complia nce  ite m in this  Docke t, file  a nnua l re ports  with the
Commis s ion re fle cting the  s urcha rge  a mounts  colle cte d a nd e xpe nde d by the  Compa ny a nd
include  any remaining ba lance .

Tha t the  co lle c tion  o f the  s u rcha rge s  re ma in  in  e ffe c t un til fu rthe r o rde r o f the
Commiss ion, a nd tha t a ll of the  Wilhoit wa te r sys te ms  a nd De lls  be  orde re d to file  ra te  ca se s
within five  yea rs  of the  e ffective  da te  of this  Decis ion.

2.

2.

3.

1 .

1 .



Company
as

Filed

Staff
as

Adjusted

Company
as

Filed

Staff
as

Adjusted

$48,161
0
0

$48,161
0
0

$51,800
0
0

$91,853
0
0

$48,161 $48,t61 $51,800$91,853

$52,740
1,504
3,152

0

$38,929
86

2.948
1,297

$38,929
86

2,948
2,058

$52,740
1,504
3,152

0

$43,260$57,396 $57,396 $44,02t

5**($9,235)§: . 6 _.al :
'44-' 4..*S`il¢i*

> .
4Kéfr$34,457 9

$24,572 $7,333

N/MN/M

t0.18%19,18%

$7,333$24,572

N/MN/M

15.02%37.5t%

WHILHOIT WATER COMPANY, INC. - THUNDERBIRD MEADOWS
Docket Nos. W-02065A-07-0312, W-02065A-07-0306, and W-02065A-07-0307
Test Year Ended December 31, 2006

Schedule JMM-1

Present Rates .- Proposed Rates

Revenues:
Metered Water Revenue
Unmetered Water Revenue
Other Water Revenues

Total Operating Revenue

Operating Expenses:
Operation and Maintenance
Depreciation
Property 81 Other Taxes
Income Tax

Total Operating Expense

Operating Income/(Loss)

Rate Base 0.C,L.D.

Rate of Return - O.C.L.D.

Operating Margin

NOTES: 1 . Operating Margin represents the proportion of funds available to
pay interest and other below the line or non-ratemaking expenses.

N/M: Not Meaningful



WHILHOIT WATER COMPANY. INC. - THUNDERBIRD MEADOWS
Docket Nos. W-02065A-07-0312. W-02065A-07-0306. and W-02065A-07-0307
Test Year Ended December 31. 2006

Schedule JMM-2
Page 1 of 3

plant in Service

Original Cost
Company Adjustment

($30,072)$167.817 $137,745

Acc um. Depreciation 143.245 (9,344) 133.901

Plant Advances
Customer Deposits

$0 $0 $0

Total Advances $0

Contributions Gross

Amortization of CIAC

Net CIAC

1/24 Purchased Water and Power $0

1/8 Operation & Mai ft

Inventory

Prepayments

A See Schedule JMM-2, page 2

B See Schedule JMM-2, page 3

C Staff's inclusion of formula-method working capital
based on recommended operating expenses



WHILHOIT WATER COMPANY, INC. - THUNDERBIRD MEADOWS
Docket Nos. W-02065A.07-0312, W~02065A-07-0306, and W-02065A-07-0-07
Test Year Ended December 31, 2006
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Schedule JMM-2
Page 2 of 3

Company
Exhibit Adjustment

Staff
Adjusted

301 Organization
302 Franchises
303 Land 8= Land Rights
304 Structures a. Improvements
307 wells & Springs
311 Pumping Equipment
320 Water Treatment Equipment
330 Distribution Reservoirs 8~ Star
331 Transmission 8. Distribution M
333 Services
334 Meters a. Meter Installations
335 Hydrants
336 Backflow Prevention Devices
339 Other Plant and Misc. Equiprr
340 Office Furniture & Equipment
341 Transportation Equipment
343 Tools Shop 8t Garage Equipn'
344 Laboratory Equipment
345 Power Operated Equipment
346 Communication Equipment
347 Miscellaneous Equipment
348 Other Tangible Plant
105 C.W.l,P.

$0
0

1,250
626

33,548
26,583

0
10,084
81,670
7,744
6,148

0
0
0

164
0
0
0
0
0
0
0
0

o
0
o
0

(25,072) A
(5,000) A

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

$0
o

1 ,250
626

8.476
21,583

0
10,084
81 ,670

7,744
6,148

0
0
0

164
0
0
0
0
0
0
0
0

4

TOTALS $167,817 ($30,072)

Explanation of Acyustment:

A The adjustments can be attributed to the Company's inability to substantiate
plant values in 1997, and a well that was constructed in 2006, but is still not used
and useful.



WHILHOIT WATER COMPANY, INC. - THUNDERBIRD MEADOWS
Docket Nos. W-02065A-07-0_12, W-02065A-07-0306, and W-02065A-07-0307
Test Year Ended December 31, 2006
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Schedule JMM-2
Page 3 of 3

Amount

Accumulated Depreciation - Per Company
Accumulated Depreciation - Per Staff

T o t a l Adjustment

$143,245
133,901

($9,344) B

Explanation of A¢ustment:

Accumulated depreciation per Decision No. 58102
Plus: Staffs recalculation of depreciation expense from years 1993 through
year 2006.

$54,190
79,711

$133,901



OPERATING INCOMEd(LOS$)

WHILHOIT WATER COMPANY, INC. _ THUNDERBIRD MEADOWS
Docket Nos. W-02065A-07-0312, W-02065A-07-0306, and W-02065A-07-0307
Test Year Ended December 31, 2006

Operating Expenses:
601 Salaries and Wages
610 Purchased Water
615 Purchased Power
618 Chemicals
620 Repairs and Maintenance
621 Office Supplies & Expense
630 Outside Services
635 Water Testing
641 Rents
650 Transportation Expenses
657 Insurance - General Liability
659 Insurance - Health and Life
666 Regulatory Commisssion Expense
675 Miscellaneous Expense
403 Depreciation Expense
408 Taxes Other Than Income
408.11 Property Taxes
409 Income Tax

Revenues:
461 Metered Water Revenue
460 Unmetered Water Revenue
474 Other water Revenues

NET INCOME/(LOSS)

Othe
419
421
427
XX

426

Total Operating Revenue

Total Operating Expenses

Total Other Income/(Expense)

r Income/(Expense):
Interest and Dividend Income
Non-Utility Income
Interest Expense
Reserve/Replacement Fund Deposit
Miscellaneous Non-Utility Expense

4

Company
Exhibit

$10,551
10,429
8,099

0
7,489
1,480

0
1,724
2,970

0
1 .488

0
0

1,580
1,504
8,152

0
0

$57,396

$48,161
0
0

$48,161

($9,235)

$9,235)

$0

$0
0
0
0
0

Staff
Adjustments

($14,136)

$14,136

$14,136

($4,208) A
0
0
0

(6,030) B
(557) C

0
(175) D

(1,320) E
0

(341)
0
0

(1,180) G
(1,418) H
(3,152) I
2,948 J
1,297 K

$0
0
0

$0

$0
0
0
0
0

$0

Schedule JMM-3
Page 1 of 3

F

$48,16t

$15,343
10,429
6,099

0
1,409

903
0

1.549
1,650

0
1,147

0
0

400
88
0

2,948
1,297

$48,161
0
0

Staff
Adjusted

$0
0
0
0
0

$0



WHILHOIT WATER COMPANY, INC. - THUNDERBIRD MEADOWS
Docket Nos. W-02065A-07-0312, W-02065A-07-0306, and W-02065A-07-0307
Test Year Ended December 31, 2006

Schedule JMM-3
Page 2 of 3

A SALARIES AND WAGES - Per Company
Per Staff

$19,551
15,343 ($4,208)

I

To adjust salary based on StafFs new allocation methodology.

B REPAIRS AND MAINTENANCE - Per Company
Per Staff

$7,439
1,409 ($6,030)

Disallowance of invoices not in the test year or unsubstantiated,
and reallocation of repairs and maintenance expense based on
Staff's allocation methodology.

C OFFICE SUPPLIES 81 EXPENSE - Per Company
Per Staff

$1 ,460
903 (35557)

To adjust expense to what Staff determined to be a
reasonable amount.

D WATER TESTING
Per Staff

Per Company $1,724
1,549 ($175)

To increase water testing costs to reflect Staff's recommended
level,

E RENTS - Per Company
Per Staff

$2,970
1,650 ($1,320)

To adjust rent expense based on Staff's allocation
methodology,

F INSURANCE - GENERAL LIABILITY - Per Company
Per Staff

$1,488
1,147 ($341)

To adjust insurance expense based on Staff's allocation
methodology.

G MISCELLANEOUS EXPENSE - Per Company
Per Staff

$1 ,580
1,605 $25

Disallowence of invoices not in the test year and reallocation
of miscellaneous expenses based on Staff's new allocation ,
methodology. Plus the reclassification of $300 from water testing
expense.



WHILHOIT WATER COMPANY, INC. _ THUNDERBIRD MEADOWS
Docket No. W-02065A-07-0312, W-02065A-07-0307, AND W-02065A-0306
Test Year Ended December 31, 2006 Schedule 3

Page 3 of 3

H DEPRECIATION - Per Company
Per Staff

$1,504
86 ($1,418)

Explanation of Ac#ustment:

Pro Forma Annual Depreciation Expense:

Plant in Service
Less: Non Depreciable Plant

Fully Depreciated Plant
Depreciable Plant
Times: Staff Proposed Depreciation Rate Going Forward

Credit to Accumulated Depreciation
Less: Amort. of CIAC* @ 0.00%

$137,745
1,250

133,901
$2,594

3.33%
$85

0
Pro Forma Annual Depreciation Expense $86

I TAXES OTHER THAN INCOME
Per Staff

Per Company $3,152
0 ($3,152)

I

To remove sales tax expense.

J PROPERTY TAXES
Per Staff

Per Company $0
2,948 $2,948

To record the full 2006 property tax assessment of $2,948.

K INCOME TAX Per Comapnay
Per Staff

$0
1,297 $1,297

Increased Income Tax by $496 to reflect calculation of income
tax expense based on Staff's adjusted test year taxable income.



WHILHOIT WATER COMPANY, INC. Q THUNDERBIRD MEADOWS
Docket Nos. W-02065A-07-0312, W-02065A-07-0306, and W-02065A-07-0307
Test Year Ended December 31, 2006
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Schedule JMM-4
Page 1 of 2

Present

Rates

-Proposed Rates-

Company

$25.00

StaffMonthly Usage Charge

5/8" X 3/4" Meter
3/4" Meter

1" Meter
1 %" Meter

2" Meter
3" Meter
4" Meter
5" Meter
6" Meter

$12.46
21 .00
35.00
70.00

112.00
210.00
350.00
500.00
700.00

Gallons Included in Minimum 0.00 0.00

Commodity Chage per 1,000 gallons

All Meter Sizes
0 - 6,000 gallons
Over 6,000 gallons

$4.40
5.50

$8.80
11.84

5/8" x 3/4" and 3/4" Meter (Residential)
1 - 3,000 gallons
3,001 to 10,000 gallons
Over 10,000 gallons

N/A
N/A
N/A

N/A
N/A

5/8" x 3/4" and 3/4" Meter (Commercial)
1 - 10,000 gallons
Over 10,000 gallons

N/A
N/A

N/A I
N/A

1" Meter (Commercial)
1 - 25,000 gallons
Over 25,000 gallons

N/A
N/A

N/A
N/A

1 1/2" Meter (Commercial)
1 - 63,000 gallons
Over 63,000 gallons

N/A
N/A

n/Ai
n/Ai

2" Meter (Commercial)
1 - 109,000 gallons
Over 109,000 gallons

N/A
N/A

N/A
N/A 31

3" Meter (Commercial)
1 - 237,000 gallons
Over 237,000 gallons

N/A
N/A

n/A
n/A8

9°

44

4" Meter (Commercial)
1 - 381 ,000 gallons
Over 381 ,000 gallons

N/A
N/A

N/A
N/A9

5" Meter (Commercial)
1 - 581 ,000 gallons
Over 581 ,000 gallons

N/A
N/A

n/A;
n/Ai

8
r



WHILHOIT WATER COMPANY, INC. us THUNDERBIRD MEADOWS
Docket No. W-02065A-07-0312, W-02065A.-7-0-06, and W-02065A-07-0307
Test Year Ended December 31, 2006
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Schedule JMM-4
Page 2 of 2

6" Meter (Commercial)
1 - 780,000 gallons
Over 780,000 gallons

N/A
N/A

n/A9
n/Ai

Service Line and Meter Installation Charges
5/8" X 3/4" Meter

3/4" Meter
1" Meter

1%" Meter
2" Meter
3" Meter
4" Meter
5" Meter
6" Meter

$278.00
309.00
360.00
552.00
779.00

1,010.00
1,703000
2,638.00
3,769.00

$520.00
600.00
690.00
935.00

1 ,595.00
2,275.00
3,520.00

0.00
6,275,00

$30.00
30.00
35.00

$100,00
100.00
150.00

*

*

* *

Service Charges
Establishment
Reconnection (Delinquent)
Meter Test (if Correct)
Deposit
Deposit Interest
Re-Establishment (within 12 Months)
NSF Check
Deferred Payment (per annum)
Meter Re-Read (if Correct)
Late fee

$15.00
6.00%
15.00

0.00

$35.00
6.00%5
35.00
10.00

Monthly Service Charge for Fire Sprinkler
4" or Smaller
e"
8"

10"
Larger than 10"

$5.00
7.00
7.00
7.00
7.00

$0.00

*

* *

***

****

Per Commission Rules (R14-2-403.B)
Months off system times the minimum (R14-2-403.D)
1.5% of unpaid monthly balance.
1.00% of Monthly Minimum for a Comparable Sized Meter Connection,
but no less than $5,00 per month. The Service Charge for Fire Sprinklers
is only applicable for service lines seperate and distinct from the primary
water service line.



Wilhoit Water Company, Inc. - Thunderbird Meadows
Docket Nos. W-02065A-07-0312, W-02065A-07-0306, and W-02065A-0307
Test Year Ended December 31, 2006

Schedule JMM-5

General Service 5/8 X 3/4 - Inch Meter

Average Number of Customers: 128

Company Proposed Gallons
Present

Rates
Proposed

Rates
Dollar

Increase
Percent

Increase

Average Usage 4.033 $30.21 $60.49 $30.28 100.23%

Median Usage 3,114 $26.16 $52.40 $26.24 100.31%

Staff Recommend

Average Usage 4,033 $30.21 $32.20 $1.99 6.59%

median Usage 3,114 $26.16 $27.44 $1.28 4.89%

Present 8= Proposed Rates (Without Taxes)
General Service 5/8 X 3/4 - Inch Meter

Gallons
Consumption

Present
Rates

Company
Proposed

Rates
%

Increase

Staff
Pr<>pGf$ed

Rates
%

Increase

$16.590
1,000
2,000
3,000
4,000
5,000
6,000
7,000
8,000
0,000

10,000
15,000
20,000
25,000
50,000
75,000

100,000
125,000
150,000
175,000
200,000

$12.46
16.86
21 .26
25.66
30.06
34.46
38.86
44.36
49.86
55.36
60.86
88.36

115.86
143.36
280.86
418.36
555.86
693.36
830.86
968.36

1,105.86

$25.00
33.80
42.60
51 .40
60.20
69.00
77.80
89.64

101 .48
113.32
125.16
184.36
243.56
302.76
598.76
894.76

1,190.76
1,486.76
1,782.76
2,078.76
2,374.76

100.64%
100.47%
100.38%
100.31 %
100.27%
100.23%
100.21 %
102.07%
103.53%
104.70%
105.65%
108.65%
110.22%
111.19%
113.19%
113.87%
114.22%
114.43%
114.57%
114.67%
114.74%

19.95
23.40
26.85
32.03
37.21 :
42.39
47.57
52.75.

32.42%
18.33%
10.07%

4.64%
6.55%
7.98%
9.08%
7.24%
5.80%
4.64%
3.70%
6.51 %
7.98%
8.89%

10.77%
11.41 %
11.74%
11.93%
12.07%
12.16%
12.23%

57.93
63.11
94.11

125.11
.156.11
3 t1 .1 t
466.11

2.a21.11
776.11
931.11

.1,086.11
1,241.11
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3/4" Meter
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1 %" Meter
2" Meter
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6" Meter

WHILHOIT WATER COMPANY, INC. - THUNDERBIRD MEADOWS
Docket Nos. W-02065A~07-0312, W-02065A-07~0306, and W-02065A-07-0-07
Test Year Ended December 31, 2006
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Wilhoit Water Company, Inc. - Thunderbird Meadows
Docket Nos. W-02065A-07-0312, W-02065A-07-0306, and W-02065A-0307
Test Year Ended December 31 , 2006

Schedule JMM-8

General Service 5/8 X 3/4 - Inch Meter

Average Number of Customers: 128

Company Proposed Gallons
Present

Rates
Proposed

Rates
Dollar

Increase
Percent

Increase

Average Usage 4,033 $30.21 $60.49 $30.28 100.23%

Median Usage 3,114 $26.16 $52.40 $26.24 100.31%

Staff Recommend

Average Usage 4,033 $30.21 $40.76 $10.55 34L92%

Median Usage 3,114 $26.16 $36.09 $9.84 37.61 %

Present & Proposed Rates (Without Taxes)
General Service 5/8 X 3/4 - Inch Meter

Gallons
Consumption

Present
Rates

Company
Proposed

Rates
%

Increase

Staff
Proposed

Rates
%

Increase

$25.06
28.51
31 .96
35.41
48.59
45,779§
5 0 5 5

:55,135

$25 00
33.80
42.60
51 .40
60.20
69.00
77.80
89.64

101 .48
113.32
125.16
184.36
243.56
302.76
598.76
894.76

1,190.76
1,486.76
1,782.76
2,078.76
2,374.76

100.64%
100.47%
100.38%
100.31%
100.27%
100.23%
100.21%
102.07%
103.53%
104.70%
105.65%
108.65%
110.22%
111.19%
113.19%
113.87%
114.22%
114.43%
114.57%
114.67%
114.74%

351,31
: 66,49
vo .67

102.67
133.67
164.67
31957
474.67
629.67
784167 .
939.675

101 .12%
69.10%
50.33%
38.00%
35.03%
32.82%
31 .11%
26.53%
22.96%
20.10%
17.76%
16.20%
15.37%
14.86%
13.82%
13.46%
13.28%
13.17%
13.10%
13.04%
13.00%

0
1,000
2,000
3,000
4,000
5,000
6,000
7,000
8,000
9,000

10,000
15,000
20,000
25,000
50,000
75,000

100,000
125,000
150,000
175,000
200,000

$12.46
16.86
21 .26
25.66
30.06
34.46
38.86
44.36
49.86
55.36
60.86
88.36

115.86
143.36
280.86
418.36
555.86
693.36
830.86
968.36

1,105.86
1 ,094.67
1249.67



Wilhoit Water Company, Inc. - Thunderbird Meadows
Docket Nos.W-02065A-07-0312, W-02065A-07-0306, and W-02065A-0307
Test Year Ended December 31, 2006

Schedule JMM-9

General Service 5/8823/4 - Inch Meter

Average Number of Customers: 128

Company Proposed Gallons
Present

Rates
Proposed

Rates
Dollar

Increase
Percent

Increase

Average Usage 4,033 $30.2t $60.49 $30.28 100.23%

Median Usage 3,114 $26.16 $52.40 $26.24 100.31%

Staff Recommend

Average Usage 4,033 $30.21 $38.73 $8.52 28.20%

Median Usage 3,114 $26.16 $33.97 $7.81 29-85%

Present 8¢ Proposed Rates (Without Taxes)
General Service 5/8 X 3/4 - Inch Meter

Gallons
Consumption

Present
Rates

Company
Proposed

Rates
%

Increase

Staff
Propcfsed

R te
%

Increase

0
1,000
2,000
3,000
4,000
5,000
6,000
7,000
8,000
9,000

10,000
15,000
20,000
25,000
50,000
75,000

100,000
125,000
150,000
175,000
200,000

$12.46
16.86
21 .26
25.66
30.06
34.46
38.86
44.36
49.86
55.36
60.86
88.36

115.86
143.36
280.86
418.36
555.86
693.36
830.86
968.36

1,105.86

$25.00
33.80
42.60
51 .40
60.20
69.00
77.80
89.64

101 .48
113.32
125.16
184.36
243.56
302.76
598.76
894.76

1,190.76
1,486.76
1,782.76
2,078.76
2,374.76

100.64%
100.47%
100.38%
100.31%
100.27%
100.23%
100.21%
102.07%
103.53%
104.70%
105.65%
108.65%
110.22%
111.19%
113.19%
113.87%
114.22%
114.43%
114.57%
114.67%
114.74%

$23.03
26.48
29.93
33.38
38.56
43.74
48,92
54,10
59.28
64.45
69.64

100:84
131.654
162.54.
317.64
472.64-
w7.e4.
782.64
. 937.64

1 ,092.64
1,247.64

84.83%
57.06%
40.78%
30.09%
28.28%
26.93%
25.89%
21 .96%
18.89%
16.44%
14.43%
13.90%
13.62%
13.45%
13.10%
12.97%
12.91%
12.88%
12.85%
12.83%
12.82%



Wilhoit Water Company, Inc. - Thunderbird Meadows
Docket Nos. W-02065A-07-0312, W-02065A-07-0306, and W-02065A-0307
Test Year Ended December 31, 2006

Schedule JMM-10

General Service 5/8 X 3/4 - Inch Meter

Average Number of Customers: 128

Company Proposed Gallons
Present

Rates
Proposed

Rates
Dollar

Increase
Percent

Increase

Average Usage 4,033 $30.21 $60.49 $30.28 100.23%

Median Usage 3,114 $26.16 $52_40 $26.24 100.31%

'SfaffRecommend

4,o3a $3D.21 $47.29 $1748 56.54%Average Usage

Median Usage 3,114 $26416 $42.53 $16,217 6258%

Present & Proposed Rates (Without Taxes)
General Service 5/8 X 3/4 - Inch Meter

Gallons
Consumption

Present
Rates

Company
Proposed

Rates
%

Increase

Staff
Pr0P0$ed

Rates
%

Increase

0
1,000
2,000
3,000
4,000
5,000
6,000
7,000
8,000
9,000

10,000
15,000
20,000
25,000
50,000
75,000

100,000
125,000
150,000
175,000
200,000

$12.46
16.86
21 .26
25.66
30.06
34.46
38.86
44.36
49.86
55.36
60.86
88.36

115.86
143.36
280.86
418.36
555.86
693.36
830.86
968.36

1,105.86

$25.00
33.80
42.60
51 .40
60.20
69.00
77.80
89.64

101 .48
113.32
125.16
184.36
243.56
302.76
598.76
894.76

1,190.76
1,486.76
1,782.76
2,078.76
2,374.76

100.64%
100.47%
100.38%
100.31 %
100.27%
100.23%
100.21%
102.07%
103.53%
104.70%
105.65%
108.65%
110.22%
111.19%
113. 19%
113.87%
114.22%
114.43%
114.57%
114.67%
114.74%

$ 3 1 5 9
35.04
88.49
41 .94
47. 12
52.30
a m s
62,66
67L84.
73.02j2
78.20 :

109.20
4140.28
171 .20
326.20
481 .20
636.20
791 .pa
946.20

1 ,101 .20
1 ,z5e.20

153.53%
107.83%

81 .04%
63.45%
56.75%
51 .77%
47.92%
41 .25%
36.06%
31 .90%
28.49%
23.59%
21 .01%
19.42%
16.14%
15.02%
14.45%
14.11%
13.88%
13.72%
13.59%



A n

Engineering  Report

Wilh o it Wa te r Co mp a n y, In c
(Thunderb ird  Meadows  Sys tem)

Docket Nos
W-02065A-07-0306
(Financing #1 - We ll)
W-02065A-07-0307
(Financing #2 - Tanks )
W-02065A-07-0312
(Rates)

CONCLUSIONS

The Wilhoit  Water  Company,  Inc.  ("Wilhoit" or  "the Company") Thunderbird
Meadows water system has inadequate well production (See Section B for further
discussion)

The arsenic level reported by Wilhoit for the Thunderbird Meadows water system
complies with the new arsenic MCL

The Arizona Department of Environmental Quality ("ADEQ") has determined that
the Wilhoit  Thunderbird Meadows water  system (ADEQ Public Water  System
Identification No. 13-056) has no major deficiencies and is currently delivering water
that meets water quality standards required by Arizona Administrative Code, Title 18
Chapter 4

T he Wilhoi t  T hunder b ir d Mea dows  wa ter  sys t em is  not  within a ny Ar izona
Department of Water Resources ("ADWR") Active Management Area ("AMA"), and
consequently is not subj act to ADWR AMA reporting and conservation rules

Wilhoit has an approved curtailment tariff for its Thunderbird Meadows system on
tile with the Arizona Corporation Commission

Staff concludes that the proposed Well Project was appropriate and Mat the submitted
costs for drilling the well appear to be reasonable. However, this does not imply any
particular future treatment for rate base (See Section K for further discussion)

Staff concludes that the proposed Tank Project is appropriate and the estimated costs
appear to be reasonable. However, this does not imply any particular future treatment
for rate base. No "used and useful" determination of the proposed plant was made



a nd no conclus ions  should be  infe rre d for ra te  ma king or ra te  ba se  purpose s  (S e e
Section K for furthe r discuss ion)

R E C O MME NDATIO NS

Sta ff recommends  tha t by December 31, 2008, Wilhoit file , a s  a  compliance  item with
the  Commiss ion's  Docke t Control, the  ADEQ Approva l of Cons truction for the  pla nt
re la te d to the  Compa ny's  de ve lopme nt of a  ne w wa te r s ource . 111 addition, S ta ff
be lie ve s  tha t the  Thunde rbird Me a dows  Wa te r s ys te m s hould be  e va lua te d from a
globa l pe rs pe ctive  to de te rmine  s ys te m a de qua cy a nd e fficie ncy. S ta ff h llthe r
recommends tha t the  Company take  immedia te  action to seek ass is tance  Hom ADEQ
dirough its  s ys te m e va lua tion progra m. Upon comple tion  of the  ADEQ s ys te m
e va lua tion, S ta ff furthe r re comme nds  tha t the  Compa ny imme dia te ly a pply for a
Te chnica l As s is ta nce  Gra nt from the  Wa te r Infra s tructure  a nd Fina nce  Authority
("WIFA") to ass is t in des igning prob ects  tha t will improve  sys tem performance

S ta ff recommends  tha t within 60 days  of the  e ffective  da te  of the  orde r in this  ma tte r
Wilhoit addre ss  de ficiencie s  #1 and #2 in the  ope ra tion and ma intenance  inspection
re port is sue d by ADEQ on Octobe r 3, 2006, a nd file , a s  a  complia nce  ite m with the
Commiss ion's  Docke t Control, docume nta tion de mons tra ting tha t the  improve me nts
have  been comple ted (See  Section D for further discussion)

S ta ff recommends  tha t within 60 days  of the  e ffective  da te  of the  orde r in this  ma tte r
Wilhoit ma ke  a ll ne ce s s a ry corre ctions  to  ADWR re gis tra tion re cords  to  re fle ct
o wn e rs h ip  o f a ll we lls  b y W ilh o it  a n d  file ,  a s  a  c o m p lia n c e  ite m  with  th e
Commiss ion's  Docke t Control, docume nta tion de mons tra ting tha t such corre ctions
have been made

Water testing expenses should be adjusted to the annual expense amount of $1,550.00
(See Section F for further discussion)

Sta ff recommends  tha t the  Company monitor the  Thunde rbird Meadows sys tem and
submit the  ga llons  pumped and sold to de te rmine  the  non-account wa te r for one  full
yea r. The  re sults  of this  monitoring and reporting sha ll be  docke ted a s  a  compliance
ite m in a Ns  ca s e  within 13 months  of the  e ffe ctive  da te  of the  orde r is s ue d in this
proceeding. If the  reported wa te r loss  in grea te r than 10% the  Company sha ll prepare
a  report conta ining a  de ta iled ana lys is  and plan to reduce  wate r loss  to 10% or le ss . If
the  Company be lieves it is  not cost e ffective  to reduce  the  water loss  to less  than 10%
it s hould s ubmit a  de ta ile d cos t be ne fit a na lys is  to s upport its  opinion. In no ca s e
sha ll the  Company a llow wa te r loss  to be  grea te r than 15%. The  wa te r loss  reduction
re port or Me  de ta ile d  a na lys is , whiche ve r is  s ubmitte d , s ha ll be  docke te d a s  a
complia nce  ite m within 13 months  of the  e ffe ctive  da te  of the  orde r is s ue d in this
proceeding (See Section G for he r discuss ion)



S ta ff re comme nds  tha t the  Compa ny be  re quire d  to  re port its  cus tome r count
separa te ly for each of its  sys tems in future  Annua l Reports  (See  Section H for furthe r
discuss ion).

S ta ff re comme nds  tha t the  Compa ny us e  s pe cific de pre cia tion ra te s  by Na tiona l
Associa tion of Regula tory Utility Commiss ioners  ca tegory. These  ra te s  a re  presented
in Exhibit 4 a nd it is  re comme nde d dirt the  Compa ny us e  the s e  ra te s  on a  going-
forward basis  (See  Section I for iiurther discussion).

S ta ff re comme nds  fla t the  S e rvice  Line  a nd Me te r Ins ta lla tion Cha rge s  lis te d in
Section K that are  recommended by Staff be  adopted.

6.

7.

9.

8.

S ta ff re comme nds  tha t by De ce mbe r 31 , 2008 , Wilho it comple te  the  ne e de d
improve me nts  ide ntifie d during S ta ffs  s ite  inspe ction a nd file , a s  a  complia nce  ite m
with  d ie  Commis s ion 's  Docke t Contro l, docume nta tion  de mons tra ting  tha t the
improvements  have  been comple ted (See  Section K for further discussion).
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Wilhoit Water Company, Inc. (Thunderbird Meadows  sys tem
Docket No. W-02065A-07-0312 et. a l

Page 1

INTRODUCTION AND LOCATION OF COMPANY

On May 21, 2007, Wilhoit Water Company, Inc. ("Wilhoit" or "the Company") tiled a rate
application with the Arizona Corporation Commission ("ACC") to increase the rates it is
allowed to charge customers in its Thunderbird Meadows service a;rea.' On the same date
Wilhoit also tiled two separate financing applications with the ACC wherein it is seeking
approval of funding to cover the cost of upgrades to its Thunderbird Meadows water system
The purpose of this  repor t  is  to provide a  descr ipt ion of the Company's  Thunderbird
Meadows water system, provide information on its compliance status with other regulatory
agencies, and provide any other information which impacts its ability to provide service to
existing and future customers. The Company's Thunderbird Meadows service area which
comprises roughly 360 acres (.6 square miles) is located approximately 16 miles southwest of
Prescott on Highway 89 in Yavapai County. The area adjacent to the Thunderbird Meadows
service a rea ,  immedia tely nor thwest  of  Highway 89,  is  sewed by Walden Meadows
Community Co-op ("Walden").  Exhibit l describes the service area of the Company and
Exhibit 2 shows the location of the Company in relation to other Commission regulated
companies in Yavapai County

DESCRIPTION OF THE WATER SYSTEM

The Thunderbird Meadows Water system was visited on July 2, 2007, by Commission Staff
member  Del Smith in the accompaniment of Mr.  Jim West of West & Company,  LLC
Authorized Representative of the Company

Although the Company has added new wells to the Thunderbird Meadows Water system
since its last rate application in the early 1990s, very little improvement in overall system
water production has resulted, the Company is still purchasing a significant amount of the
water it delivers to its customers. At the time of Staff's previous inspection and evaluation
of the Thunderbird Meadows water system it consisted of five wells, but only two wells were
in service with a  tota l product ion of 12 gallons per  minute ("GPM"). Currently, the
Thunderbird Meadows Water system has nine wells, but only three wells are in service with a
total production of 15 GPM. Included in the nine wells is a new well that was drilled in
2006. This well which is not in service yet is awaiting Arizona Department of Environmental
Quality ("ADEQ") approval.  It  is expected to be a low producer at only two GPM (see
Financing in Section K for  further  discussion).  Total system storage capacity remains
unchanged at 67,000 gallons. The system currently serves approximately 125 metered
customers. The current well production capacity is only capable of providing adequate
service to approximately 73 customers based on water use data provided by the Company for

Applicant also holds Certificates of Convenience and Necessity to provide water service to the following
separate unconnected systems: Yavapai Estates and Blue Hills

Staff filed to consolidate the rate and financing applications into a single proceeding on September 19, 2007
The Thunderbird Meadows water system was last inspected by Staff in May 1992. The inspection was

conducted in connection with the Company's last rate order, Decision No. 58 l02, dated December 9, 1992
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2006. Because  of the  sys tem's  low wa te r production, approxima te ly ha lf of the  wa te r sold to
cus tome rs  is  be ing purcha se d from Wa lde n through a  3-inch ma s te r me te r a nd pe rma ne nt
inte rconne ction fa cility tha t e xte nds  a cros s  Highwa y 89 to a  133,000 ga llon s tora ge  ta nk
owne d by Wa lde n. Wa te r is  gra vity fe d from the  Wa lde n ta nk whe n the  wa te r le ve l in the
Wilhoit tanks  drop be low a  specified leve l

The  exis ting purchased wate r agreement with Walden limits  the  ava ilable  wa te r from Walden
to 400,000 ga llons  pe r month, a lthough Walden has  frequently de live red more  than 400,000
to me e t Wilhoit cus tome r ne e ds . Howe ve r, during a  pe a k de ma nd pe riod this  la s t summe r
Wa lde n did limit the  de live ry of wa te r to Wilhoit which re s ulte d in a n e xte nde d pe riod of
cma ilme nt a nd nume rous  cus tome r compla ints . S ince  a ll of the  we lls  within its  se rvice  a re a
ha ve  be e n low wa te r produce rs , S ta ff be lie ve s  tha t Wilhoit should look be yond its  s e rvice
a re a  a nd cons ide r o the r a re a s  for drilling a  ne w we ll. Wa lde n re ce ntly drille d  a  we ll
northwe s t of Highwa y 89 ne a r Done ga l Drive  which is  ca pa ble  of producing 165 GP M
Ba se d on the  limite d informa tion tha t is  a va ila ble , S ta ff's  be lie ve s  a  re a sona ble  e s tima te  to
drill such a  we ll is  $100,000. The  spe cific loca tion of a ny ne w we ll a nd ma ny othe r fa ctors
which a re  unknown a t this  time  could ha ve  a  s ignifica nt impa ct on die  a ctua l cos t. S ta ff
be lie ve s  tha t the  mos t cos t e ffe ctive  s olution ca n be  re a lize d if Wilhoit a nd Wa lde n work
coopera tive ly and tha t such a  solution could benefit both companies

S ta ff re comme nds  tha t by De ce mbe r 31, 2008, Wilhoit file , a s  a  complia nce  ite m with the
Commiss ion's  Docke t Control, the  ADEQ Approva l of Cons truction for the  pla nt re la te d to
the  Compa ny's  de ve lopme nt of a  ne w wa te r s ource . In a ddition, S ta ff be lie ve s  tha t the
Thunde rbird Me a dows  Wa te r s ys te m s hould be  e va lua te d from a  globa l pe rs pe ctive  to
de te rmine  system adequacy and e fficiency. S ta ff iiurther recommends tha t the  Company take
imme dia te  a ction to s e e k a s s is ta nce  from A.DEQ through its  s ys te m e va lua tion progra m
Upon comple tion  of the  ADEQ s ys te m e va lua tion , S ta ff furthe r re comme nds  tha t the
Company immedia te ly apply for a  Technica l Ass is tance  Grant from the  Wate r InNas tructure
a nd Fina nce  Authority ("WIFA") to a s s is t in de s igning proje cts  tha t will improve  s ys te m
performance

The  Thunde rbird Me a dows  sys te m cons is ts  of two we ll s ite s  a nd one  prima ry s tora ge  ta nk
s ite . Ge ne ra lly, e a ch we ll s ite  include s  a  we ll a nd we ll me te r. One  of the  we ll s ite s , re fe rre d
to as  the  "second tank and well s ite" includes  a  s torage  tank and booste r pump. Exhibit 3 is  a
schematic diagram showing how the  well s ites  and various system components  interconnect

The  wa te r sys tem has  adequa te  s torage  capacity (see  ADEQ Compliance~Section D.2 and
Financing-Section K.4.b for further discussion regarding the  s torage  tanks)
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We ll S ite  Da ta (s ee Note 1)

Note s
1 . In  a ddition to  the  we lls  lis te d in  the  following ta ble  the  com pa ny ide ntifie d five  we lls  in  its

2006 a nnua l re port which a ppa re ntly ha ve  be e n a ba ndone d a nd a re  no longe r in s e rvice
Four of the  ina ctive  we lls  a re  loca te d in  the  ge ne ra l vic inity of the  S e cond Ta nk a nd We ll
S ite  a nd the  fifth ina ctive  we ll is  loca te d ne a r Highwa y 89 be twe e n S te ve n Tra il a nd Ma g by
Drive . S ta ff conclude s  the se  we lls  a re  no longe r "use d a nd use ful" to the  utilitie s  provis ion
of s e rvice

2. We ll (ADWR ID #55-804908) wa s  no t in  S e rvice  a t tim e  o f S ta ffs  ins pe c tion , d rille d  in
2006 this  we ll is  s till unde r cons truction a nd wa iting for ADEQ a pprova ls

3. Compa ny's  e xpe cte d GPM pe r te s t yie ld
4 . A s ingle  12,000 ga llon s tora ge  ta nk is  loca te d a t the  Se cond Ta nk & We ll S ite
5. A s ingle  one  horse powe r boos te r pump is  loca te d a t the  Se cond Ta nk & We ll S ite
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Storage  Tank Site

Notes :
1. The  inte rconne ction fa cility with Wa lde n te rmina te s  a t the  Uppe r Ta nk S ite . This  fa cility

consists of a  3 inch PVC line  (approximate ly 1,000 fee t in length) and automatic controls and
va lves  (the  flow of wa te r from Walden is  controlled automatica lly, it is  s topped when wa te r
re a che s  a  pre -de te rmine d le ve l in Wilhoit's  33,000 ga llon s tora ge  ta nk). A 3 inch me te r is
loca te d be twe e n the  two s tora ge  ta nks . This  me te r me a s ure s  the  flow of wa te r through
gravity feed from a  Walden 133,000 gallon storage  tank located on the  other side  of Highway
89.

Wa te r Ma in Da ta

4
_.§_

P VC
P VC

10,500

Notes:
1. Quantities reflect annual report data for 2006.
2. Twenty-two thousand feet of 4 inch and 6 inch AC pipe was reported at the time of the last

rate case.

Customer Meter Data

Size Quantity

5/8 x 3/4-inch - 123

Notes:
1. Quantities reflect annual report data for 2006.
2. Seventy 5/8 x 3/4-inch meters were reported at the time of the last rate case.

Fire Hydran t Da ta

S ize

Standard

Qua ntityl

Notes :
1. Quantities reflect annual report da ta  for 2006.
2. There were no fire  hydrants reported at the time of the last ra te  case.

r

T
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ARS ENIC

The  U.S . Environme nta l P rote ction Age ncy (EP A) ha s  re duce d the  a rs e nic ma ximum
conta mina nt le ve l (MCL) in drinldng wa te r from 50 microgra ms  pe r lite r (pg/1) to 10 pg/l
The  a rs e nic le ve l re porte d by Wilhoit for the  Thunde rbird Me a dows  s ys te m complie s  with
the  new a rsenic MCL

ADE Q  C O MP LIANC E

ADEO Compliance  S ta tus

ADEQ ha s  de te rmine d tha t the  Wilhoit Thunde rbird Me a dows  wa te r sys te m (ADEQ P ublic
Wate r Sys tem Identifica tion No. 13-056) has  no moor de ficiencie s  and is  currently de live ring
wa te r tha t mee ts  wa te r qua lity s tanda rds  required by Arizona  Adminis tra tive  Code , Title  18
Chapter 4

2 ADEQ Notice  of Viola tion ('=nov">

On September 29, 2006, the  Wilhoit Thunde rbird Meadows  wa te r sys tem was  inspected by
A.DEQ. As  a  re s ult of tha t ins pe ction ADEQ is s ue d a n NOV to Wilhoit on Fe brua ry 21
2007. The  NOV is  a n  informa l complia nce  a s s ura nce  tool us e d  by ADEQ to  put the
re s pons ible  pa rty, in  th is  ca s e  Wilhoit, on notice  tha t ADEQ be lie ve s  a  viola tion of a n
e nvironme nta l re quire me nt ha s  occurre d. The  NOV wa s  is s ue d to Wilhoit for "fa ilure  to
e nsure  tha t a  ma te ria l or product tha t come s  in conta ct with wa te r or with wa te r tre a tme nt
chemica ls  conforms with American Na tiona l S tandards  Ins titute  / NSF Inte rna tiona l S tandard
61-l997(b)". The  inte rior of the  two s torage  tanks  loca ted a t the  upper tank s ite  was  recoa ted
with shotcre te . The  ADEQ opera tion and maintenance  inspection report, issued as  a  result of
ADEQ's  S e p te mbe r 29 , 2006  ins pe ction , re comme nde d  tha t Wilho it a ddre s s  s e ve n
de ficie ncie s  ide ntifie d during the  ins pe ction. De ficie ncie s  numbe re d 3 through 7 in the
opera tion and ma intenance  inspection report will be  addressed when the  Company replaces
the  s tora ge  ta nks  which it p la ns  to  do (s e e  S e ction K for furthe r dis cus s ion a bout the
Co mp a n y's  a p p lica tio n  fo r fin a n c in g  to  fu n d  a  s to ra g e  ta n k re p la ce me n t p ro je c t)
Deficiencies #1 and #2 lis ted be low had not been addressed a t the  time of Staff' s  inspection

#1 Well #55-622742 has  a  s ink hole  nea r the  we ll s ite . The  s ink hole  should be  filled
in to prote ct the  we ll
#2 The  e le ctrica l wiring pe ne tra ting the  we ll s e a l for we ll #55-622742 s hould be
caulked to prevent entry of contaminants  into the  we ll

ADEQ Drinking Water Compliance Status Report dated 4-30-07 (submitted with the rate application)
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Sta ff recommends  tha t within 60 days  of the  e ffective  da te  of the  orde r in this  ma tte r Wilhoit
address  de ficiencies  #1 and #2 (above) and file , a s  a  compliance  item with the  Commiss ion's
Docket Control, documenta tion demonstra ting tha t the  improvements  have  been comple ted.

E. AR IZO NA DE P AR TME NT
C O MP LIANC E

O F WAT E R RESOURCES (ccADwR9a)

Th e  W ilh o it Th u n d e rb ird  Me a d o ws  wa te r s ys te m is  n o t with in  a n y ADW R Ac tive
Ma na ge me nt Are a  ("AMA"), a nd conse que ntly is  not subje ct to ADWR AMA re porting a nd
conserva tion rules .

ADWR we ll re cords  we re  che cke d to ve rify Compa ny owne rs hip of the  we lls . ADW R
records  indica ted tha t the  three  active  we lls  we re  owned by David Conlin or Glen Arm Land.
S ta ff recommends  tha t widiin 60 days  of the  e ffective  da te  of the  orde r in this  ma tte r Wilhoit
make  a ll necessa ry corrections  to ADWR regis tra tion records  to re flect ownership of a ll we lls
b y W ilh o it a n d  tile ,  a s  a  c o mp lia n c e  ite m with  th e  Co mmis s io n 's  Do c ke t Co n tro l,
documentation demonstra ting that such corrections have been made.

F . WATER TES TING EXP ENS E

The  Thunde rbird  Me a dows  Wa te r s ys te m is  s ubje ct to  ma nda tory pa rticipa tion  in  the
Monitoring As s is ta nce  P rogra m ("MAP "). P a rticipa tion in the  MAP  progra m is  ma nda tory
for wa te r s ys te ms , which s e rve  le s s  tha n 10,000 pe rs ons  (a pproxima te ly 3,300 s e rvice
connections). The  Company reported its  wa te r te s ting expense  a t $1,724.245 during the  te s t
year. Staff has reviewed the  Company's  testing expense  and has recalcula ted the  testing costs
to remove  non-wa te r te s ting fees , and to add the  omitted monitoring requirements  for lead &
copper.

Water testing costs  were  ca lcula ted, based on the  following assumptionsl

MAP  will do ba s e line  te s ting on a ll pa ra me te rs  e xce pt coppe r, le a d, nitra te s , a nd
coliform ba cte ria .
ADEQ te s ting is  pe rformed in 3 yea r compliance  cycle s . The re fore , monitoring cos ts
a re  e s tima te d for a  3 ye a r complia nce  pe riod a nd the n pre s e nte d a s  a  pro  forma
expense on an annualized basis.

Water testing expenses should be adjusted to the annual expense amount shown in the table
below.

5 Amended water testing expense per Company filing docketed August 20, 2007.



Tota l 3
year cost

l

I!

Monitoring - 1  s ys te m,
One POE

(Tes ts  pe r 3 yea rs , unle s s
noted)

Cost
pe r
test

No. of
tests per
3 years

Annua l cos t

Ba cte riologica l - monthly $65 36 $2,340 $780

Inorganics MAP MAP MAP MAP

Radiochemical - (1/4 yrs) MAP MAP MAP
I

MAP

MAP MAP MAP MAP

MAP MAP MAP
i

|MAP
IOC's , S OC's , VOC's

Asbestos - per 9 years

Nitn'te s

Nitra te s  - a nnua l $55

I
i

$75

$50

$55 3 $165

MAP MAP MAP MAP
!
Lead & Coppe r - pe r 3
years
Shipping - pe r yea r

$45

$50

5

3

$225

$150

MAP fees* $590.00

Tota l $1550.00
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Water Testing Cost

*ADEQ MAP  billing for Ca le nda r Ye a r 2006.

G. WATER USE

Water Sold

Based on the information provided by the Company for the Thunderbird Meadows system,
water use  for the  tes t year ending December 31, 2006, is  presented be low. Customer
consumption included a  high monthly wa te r use  of 238 ga llons  pe r day ("GPD") pe r
connection in June, and the  low water use  was 50 GPD per connection in October. The
average annual use was 137 GPD per connection.
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Non-account Water

It is  importa nt to  be  a ble  to  re concile  the  diffe re nce  be twe e n wa te r s old a nd the  wa te r
produce d by the  source , A wa te r ba la nce  will a llow a  wa te r compa ny to ide ntify wa te r a nd
revenue  losses  due  to leakage , theft, and flushing. Non-account wate r should be  10% or less .
The  Compa ny re porte d 6,147,920 ga llons  of wa te r s old a nd did not re port the  numbe r of
ga llons  pumpe d during the  te s t ye a r. The  Compa ny ha s  informe d S ta ff tha t its  wa s  not
known until re cently tha t me te rs  we re  in place  on the  Thunde rbird Meadows  sys tem's  we lls ,
the re fore , no re a dings  we re  done  in 2006. S ince  the  ga llons  pumpe d a re  unknown a t this
time , the  pe rce nt of non-a ccount wa te r for the  Thunde rbird Me a dows  s ys te m ca n not be
determined.

S ta ff recommends  tha t the  Company monitor the  Thunde rbird Meadows sys tem and submit
the  ga llons  pumpe d a nd s old to de te rmine  the  non-a ccount wa te r for one  full ye a r. The
re sults  of this  monitoring a nd re porting sha ll be  docke te d a s  a  complia nce  ite m in this  ca se
within 13 months  of the  e ffe ctive  da te  of the  orde r is sue d in this  proce e ding. If the  re porte d
wa te r los s  in gre a te r Dia n l0% the  Compa ny s ha ll pre pa re  a  re port conta ining a  de ta ile d
ana lys is  and plan to reduce  wa te r loss  to 10% or le ss . If the  Company be lieves  it is  not cos t
e ffe ctive  to re duce  the  wa te r los s  to le s s  tha n 10%, it should submit a  de ta ile d cos t be ne fit
a na lys is  to support its  opinion. In no ca se  sha ll the  Compa ny a llow wa te r loss  to be  gre a te r
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tha n 15%. The  wa te r loss  re duction re port or the  de ta ile d a na lys is , whiche ve r is  submitte d,
sha ll be  docke te d a s  a  complia nce  ite m within 13 months  of the  e ffe ctive  da te  of the  orde r
issued in this  proceeding.

H . GROWTH

In the  Company's  Annua l Reports , it did not separa te  the  cus tomer count for each of its  three
independent wate r sys tems, but ins tead, reported its  entire  customer base  as  one . There fore ,
S ta ff cannot report or project growth for the  Thunde rbird Meadows sys tem us ing the  Annua l
Report growth da ta  . S ta ff recommends  tha t the  Company be  required to report its  cus tomer
count by s ys te m in future  Annua l Re ports . S ta ff would note , howe ve r, tha t the  Compa ny
re porte d 75 cus tome rs  during 1991, for the  Compa ny's  prior ra te  ca s e , a nd Me  Compa ny
re porte d 123 cus tome rs  during 2006 te s t ye a r for a Ns  ra te  ca se . Ba se d on this  informa tion,
S ta ff ca lcula ted a  growth ra te  of approxima te ly three  cus tomers  pe r yea r and e s tima te s  tha t
the  system could have  over 138 customers  by2011.

1 . DE P RE CIATIO N RATE S

The  Company has  been us ing a  deprecia tion ra te  of 5.00% in eve ry Na tiona l Associa tion of
Re g u la to ry Utility Co mmis s io n e rs  ("NARUC") p la n t ca te g o ry.  In  re ce n t o rd e rs ,  th e
Commiss ion ha s  be e n shifting a wa y Hom the  use  of compos ite  ra te s  in fa vor of individua l
de pre cia tion ra te s  by NARUC ca te gory. (For e xa mple , a  uniform 5% compos ite  ra te  would
not re a lly be  a ppropria te  for e ithe r ve hicle s  or tra ns mis s ion ma ins  a nd ins te a d, diffe re nt
specific re tirement ra tes should be  used.)

S ta ff ha s  de ve lope d typica l a nd cus toma ry de pre cia tion ra te s  within a  ra nge  of a nticipa te d
e quipme nt life  by NARUC ca te gory. The s e  ra te s  a re  p re s e n te d  in  Exhib it 4  a nd  it is
recommended that the Company use diesel ra tes on a  going-forward basis.

J . CURTAILMENT PLAN TARIFF

Wilhoit has an approved curtailment tariff for its Thunderbird Meadows system on tile with
the Acc.

K. OTHER IS S UES

Service Line and Meter Installation Charges

The Company has  requested changes in its  se rvice  line  and meter insta lla tion charges. These
charges  a re  re fundable  advances  and die  Company's  requested charges  a re  within the  range
of cha rge s  typica lly re comme nde d by S ta ff S ince  the  Compa ny ma y a t time s  ins ta ll me te rs
on exis ting se rvice  line s , it would be  appropria te  for some  cus tomers  to only be  cha rged for
the  me te r ins ta lla tion. The re fore , s e pa ra te  s e rvice  line  a nd me te r cha rge s  ha ve  be e n

1 .



$278 $520 $385 $135

$309 $600 $385 $215 $600

1 -inch $360 $690 $435 $255 $690

1-1/2-inch $552 $935 $470 $465 $935

2-inchJ

4-inch

$779 $1,595 $630 $965 $1,595

$1,010 $2,275 $805 $1,470 $2,275

$1,703 $3,520 $1,170 $2,350 $3,520

6-inch $3,769 $6,275 $1,730 $4,545 $6,275
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developed by Staf f .
adopted

S ta ffs  re comme nde d cha rge s  lis te d in  the  ta ble  be low s hould be

Service  Line  and Mete r Ins ta lla tion Charges

Meter
Charges

Misce llaneous Expenses  Included Under Water Testing

The Company reported non-water tes ting expenses  in the  water tes ting ca tegory. For
purposes  of cla rifica tion, S taff removed these  expenses  from its  recommended water tes ting
expense . The  expenses  removed were  for yard clean up, to a ttend an ADEQ meeting and for
prepara tion of an ADEQ report. S ta ff be lieves  these  expenses  which tota led $300 a re
reasonable  and appropria te  but should not be  identified and included as  a  water tes ting
expense

3 Plant Deficiencie s  Identified During S ta ff' s  S ite  Ins pection

S ta ff ide ntifie d s e ve ra l ite ms  tha t ne e de d a tte ntion during its  s ite  vis it on J uly 2, 2007, the
items  identified were

Corre ct subs ta nda rd (loose  a nd/or e xpose d) wiring a t the  uppe r a nd the  lowe r ta nk
sites to meet applicable  safety standards
Replace any substandard/unsafe  power panels and deteriorated supporting structures
Ins ta ll ne w fe ncing a nd/or re pa ir e xis ting fe ncing a round we lls  a nd s tora ge  ta nks  a t
the  upper and the  lower tank s ites  to meet minimum security requirements
Insta ll clear readable  Signage a t a ll s ites  as  required by ADEQ
Clean up tank and well s ites  remove old parts  and other debris  from area



De s cription Amount
7-inch stee l surface  casing $800.00
Drille d  a nd ca s e d  hole  with  P VC ca s ing
with we ll screen

$13,680.00

Sales Tax $592.96
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Page 11

S ta ff recommends  tha t by December 31, 2008, Wilhoit comple te  the  needed improvements
lis te d  a bove  a nd  file ,  a s  a  complia nce  ite m with  the  Commis s ion 's  Docke t Con tro l,
documenta tion demonstra ting tha t the  improvements have  been completed.

Fina ncing Applica tions

Wilhoit s ubmitte d two s e pa ra te  fina ncing a pplica tions : Docke t No. W-02065A-07-0306
re fe rred to he re in a s  Well P roject, and, Docke t No. W-02065A-07-0307 re fe rred to he re in a s
Tank Project.

Construction Projects and Costs

We ll P roje ct - drilling of a  ne w we ll (ADWR# 55-804908)

The  Compa ny re porte d  tha t th is  we ll wa s  drille d  in  2006 to  provide  a dditiona l s ource
ca pa city to the  sys te m. The  Compa ny is  propos ing a  re troa ctive  de bt fina ncing from its
pa rent company, Glena rm Land Company, Inc., in the  amount of $15,000 annua lized ove r a
te rm of ten yea rs , with such sum to bea r inte re s t a t 10 pe rcent pe r annum until pa id. A copy
of the  re ce ipt from Unive rsa l Drilling, Inc. for $15,072.96 to drill the  we ll wa s  include d with
the  applica tion. The  rece ipt included the  following cos t breakdown:

Tota l $15,072.96

This  we ll is  expected to be  a  low produce r a t only two GPM. At the  time  ofS ta ff s inspection
the  we ll wa s  s till unde r cons truction a wa iting ADEQ a pprova l. Eve n though the  we ll will
only provide  a  sma ll a mount of re lie f a t two GPM, the  Compa ny pla ns  to pla ce  the  we ll into
se rvice  as  soon as  poss ible . S ta ff concludes  tha t the  proposed Well Project was  appropria te
and tha t the  submitted costs  for drilling the  well appear to be  reasonable . However, this  does
not imply a ny pa rticula r future  tre a tme nt for ra te  ba s e . At the  pre s e nt time  the  we ll is  not
used and useful.

Tank Project

4.

The  Company is  reques ting authoriza tion to incur $131,058.62 in debt for ins ta lla tion of two
new 25,000 ga llon s tee l s torage  tanks, a  14,000 ga llon ga lvanized s torage  tank with ring, and
cove r the  misce llaneous  plumbing and e lectrica l, in orde r to address  the  ADEQ NOV and to

2.

1.



De s cription Amount
Two - 25,000 Gallon Stee l S torage  Tanks $51,000.00
14,000 Ga llon Ga lvanized Tank wIRing $7,868.00
Misce lla ne ous  P lumbing & Ele ctrica l $15,000.00
Tota l Ma te ria l $73,868.00

Sales Tax $4,690.62
Tank Deliver $3,500.00
Site  P rep & Excava tion $40,000.00
Wa te r De live ry $2,000.00
Ins ta lla tion La bor $7,000.00

Wilhoit Water Company, Inc. (Thunderbird Meadows  sys tem)
Docket No. W-02065A-07-0312 et. a l.

Pa ge 12

re me dy the  curre nt ma inte na nce  is sue s . As  pa rt of this  fina ncing a pplica tion the  Compa ny
s ubmitte d a n invoice  from P re s cott P ump S e rvice , Inc. which include d the  following cos t
bre a kdown:

Tota l Ins ta lle d $131,058.62

Staff concludes tha t the  proposed Tank Project is  appropria te  and the  estimated costs  appear
to be  reasonable . However, this  does  not imply any pa rticula r future  trea tment for ra te  base .
No "us e d a nd us e iill" de te nnina tion of the  propos e d pla nt wa s  ma de , a nd no conclus ions
should be  inferred for ra te  making or ra te  base  purposes.
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EXHIBIT 1
Ya:/apa l

R ANG E 3 We s t



Wilhoit Water Company, Inc. (Thunderbird Meadows system)
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EXHIBIT 2

Y A V A P A I C OU N T Y

PREQTJDTT
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CAMP VERDE
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( 3443 >

1445 )
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3476 )

1624 >
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ZI97 )

4 2824 )

2624 )

(2651 )

I 1551 w

adz:

ABRAWATER COMPANY. INC

ANTELOPE LAKES WATER COMPANY

APPALOOSA WATER COMPANY

ARIZONA WATER COMPANY

A'SHFORK DEVELOPMENT ASSOCIATION. INC

BN LEASING CORPORATION

BIG PARK WATER COMPANY

BOYNTON CANYON ENCHANTMENT HOMEOWNERS ASSOC

BRADSHAW MOUNTAIN WEW WATER COMPANY

BRADSHAW WATER COMPANY, INC

CAMP VERDE WATER SYSTEM

CDC WICKENBURG WATER, LLC

CHINO MEADOWS II WATER COMPANY. INC

COLDWATER CANYON WATER COMPANY

CORDES LAKES WATER COMPANY

CROSS CREEK RANCH WATER COMPANY

CROWN KING WATER COMPANY, INC

DELL'S WATER COMPANY, INC
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GRAND CANYON CAVERNS AND INN. LLC
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GROOM CREEK WATER USERS ASSOCIATION
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LAKE VERDE WATER COMPANY

LITTLE PARK WATER COMPANY. INC

LOMA ESTATES WATER COMPANY. LLC

MEADOW WATER COMPANY

MONTEZUMA RIMROCK WATER COMPANY, LLC

OAK CREEK PUBLIC SERV1CE_ LLC

OAK CREEK WATER COMPANY no. 1

PEEPLES vALLEY WATER COMPANY

PINE VALLEY WATER COMPANY

RAINBOW PARKS, INC

SEDONA VENTURE (MHC OPERATING LTD PARTNERSHIP)

SEVEN CANYONS WATER COMPANY

SHERMAN PINES WATER COMPANY

VERDE LAKES WATER CORPORATION

WALDEN MEADOWS COMMUNITY COOPERATIVE

WHITE HORSE RANCH OWNERS ASSOCIATION, INC

WILHOIT WATER COMPANY. INC

YARNELL WATER IMPROVEMENT ASSOCIATION
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EXHIBIT 3

Walden
Meadows >
Interconnection

Wilhoit Water Company, Inc.
ThunderbirdMeadows System

Docket No. W-02065A-07»0312
PWS-13-056

elof
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3
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new nuoln consmucnou
w u NOT Lu~unvlcz)

l f

w r

MM

blsnlsunon
LINE

w

U

Ilpper Tank sale

srEvEn Tlwl.

Inn fv  now:

New Well Site
¢AxA Lower Well Silt)

\¢

DWR ID #622744
5 HP Well Pump

5 GPM

1 HP
Booster Pump

4)

2)

3)

NOTES:

1) WATER IS GRAVITY FED
FROM UPPER TANK SITE TO
LOWER ELEVATIONS
SERVING 123 METERED
CONNECTIONS AS OF
YEAR END 12-31-06
NO STANDPIPE SERVICE
PROVIDED
STORE IS FED FROM LOWER
AND UPPER WELL AND TANK
SITES. REMAINING
CUSTOMERS FED FROM
UPPER TANKS
A W HP BOOSTER PUMP
SERVES ONE CUSTOMER
NEAR UPPER TANKS (NOT
SHOWN)

Second Tank &
Well Me

DWR ID #622742
3 HP Way! Pump

5 GPM

)

DWR ID #894908
2 HP Well Pump

2 GPM
(Test Yield) A DWR ID #568193

3 HP Well Pump
5 GPM

Well Pump
8 Pumps to System

No Booster Pump



i
I

E NARUC
1 Account No.

De pre cia ble  P la nt
Ave ra ge
S e rvice  Life
(Ye a rs )

I

I

I
I

An n u a l
Accrua l Ra te

(% )
E 304

305

307

r e

Structures & Improvements 3.33

2.502.50

3.33

Colle cting & Impounding Re se rvoirs 40

La ke , Rive r, Ca na l Inta ke s 40

We lls  & S prings 30

2.50

3.33

6.67I 308 Infiltra tion Ga lle rie s 15

i 309 Raw Wate r Supply Ma ins 50 2.00
I
I 310 P owe r Ge ne ra tion Equipm e nt 20 5.00

311 P um ping Equipm e nt 5 20.0 i
320I Water Trea tment Equipment
320.1I

I Water Treatment Plants 30 3.33
III 320.2 S olution Che mica l Fe e de rs 5
I
330 Dism'bution Rese rvoirs  & S tandpipes
330.1 S tora ge  Ta nks 45 2.22

330.2 P re ssure  Ta nks 20 I5.00

331 Tra ns m is s ion & Dis tribution Ma ins 50
I

I2.00

i
:8.33

333 S e rvice s 30

334 Me te rs 12

335 Hydra nts 50 2.00

6.67 I

336 Ba ckflow P re ve ntion De vice s 15

339 Othe r P la nt & Misc Equipme nt 15

340 Office  Furniture  & Equipm e nt 15 6.67
I

i

340.1 Com pute rs  & S oftwa re 5 20.00

341 Tra ns porta tion Equipme nt 5 20.00

342 S tore s  Equipme nt 25 4.00

343 Tools , S hop & Ga ra ge  Equipme nt 20 I5.00

344 La bora tory Equipm e nt 10 I

I10.00

345 i nP owe r e ra se d Equipme nt 20 I5.00

346 Com m unica tion Equipm e nt 10 10.00 I
347

348

Misce llaneous  Equipment 10 10.00

O the r Ta n  'be  P la n tI pus--
II

;

EXHIBIT 4
TYPICAL DEPRECIATION RATES FOR WATER COMPANIES

NOTE S :
1 . These depreciation rates represent average expected rates. Water companies may

experience different rates due to variations in construction, environment, or the physical
and chemical characteristics of the water.

2. Acct. 348, Other Tangible Plant may vary from 5% to 50%. The depreciation rate would
be set in accordance with the specific capital items in this account.



Wilhoit Water Company, Inc. - Blue Hills #3
Docket No. W-02065A-07-0313
Test Year Ended: December 31, 2006

Schedule DRE-6

Selected Financial Data
Arsenic Surcharge

[A] [C]

Line
No.
1 INCOME STATEMENT

Staff
Recommended

Permanent Rates
Without Loan

[B]
Arsenic Treatment

System
$40,000 Loan

at 8.00 Percent Interest
Adjustments

Staff Recommended Ratges
with Arsenic Surcharge,

Loan Prin & Interest,
and Income taxes

22,750 $ - s
4,239

22,750
4,239
3,492

2
3
4
5
6

$
$
$
$
$

3.492 $
$
$

Operating Revenue
Metered Water Revenue
Arsenic Surcharge
Unmetered Water Revenue
Other Water Revenues

Total Operating Rev: 26,242 4,239
$
$ 30,480

7,672 7,672
Operating Expenses
Salaries and Wages
Purchased Water
Purchased Power
Repairs and Maintenance
Office Supplies and Expense
Outside Services
Water Testing
Rents
Insurance - General Liability
Miscellaneous Expense
Depreciation Expense
Taxes Other Than Income
Property Taxes
Income Tax

3,039
4,775

451
408

1,445
1,650

574
100

55

3,039
4,775

451
408

1 ,445
1 ,650

574
100

55

7
8
9

10
11
12
13
14
15
16
17
18
19
20
21 Total Operating Expense

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

1 ,055
1,050

22,273

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

224
224

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

1 ,055
1 ,274

22,497

22 Operating Income $ 3,968 $ 4,015 $ 7,983

23
24
25
26

$
$
$
$

$
$
$
$

3,169
$
$
$
$

3,169
Interest Income
Interest Expense
Interest-Customer Deposits

Total Other Interest Expense 3,169 3,169

27 Net Income $ 3,968 $ 845 $ 4,814

28 Principal Repayment $ $ 845 $ 845

N/A 2.92
TIER

30 [L 18+ L20]+L22
DSC

31 [ L 1 6 + L 1 7 + L 2 0 ] + [ L 2 2 + L 2 6 ] N/A 2.32

C



Wilhoit Water Company, Inc. - Blue Hills #3
Docket No. W -02065A-07-0313
Test Year Ended: December 31, 2006

W

Schedule DRE-7

Annual Principal Payment on Loan
Multiplied by: Gross Revenue Conversion Factor

$

Additional Revenue Needed for Principal Payment [L2 x La] $

845
1.265
1,069

Line
No.
1
2
3
4
5
6
7
8
g

10
11
12
13
14

Additional Revenue Needed for Principal Payment (from L 4)
Less: Annual Principal Payment on Loan
Additional Revenue Needed for income Taxes [L7 Ls]

$
$
$

1 ,069
845
224

Annual Principal Payment on Loan (from L2)
Annual Interest Payment on Loan
Annual Principal and Interest Payments (L10 + L11)
Plus: Additional Revenue Needed for Income Taxes (from LE)
Total Additional Revenue Needed for Principal, Interest, & Income Taxes [L12 + L13]

$
$
$
$
$

845
3,169
4,015

224
4,239
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Wllholt Water Company, Inc. Blue Hills #3
Docket No. W-02065A-07-0313
Test Year Ended: December31, 2006

al~Iv$

Q

Schedule DRE-8

»~

s
9 9

»
9 A

¢

Surcharge Amount $ 5.52

Line
No.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18

Pm forma Effects on monthly bill
5/8"x3/4" Meter
3/4" Meter
1" Meter
1%" Meter
2" Meter
3" Meter
4" Meter
6" Meter

1
1.5
2.5

5
B

15
25
50

x
X
X
x
X
x
x
x

s
s
s
s
$
s
$
s

$.52
5.52
5.52
5.52
5.52
5.52
5.52
5.52 £93285

Total Direct Expenses

2.



Wilhoit Water Company, Inc. - Blue Hills #3
Docket No. W-02065A-07-0_13
Test Year Ended: December 31, 2006

Schedule DRE-9
Page 1 of 1

General Service 5/8 X 3/4 - Inch Meter
With Arsenic Removal Surcharge

Average Number of Customers: 64

Company Proposed Gallons
Present

Rates
Proposed

Rates
Dollar

Increase
Percent

Increase

Average Usage 4,639 $21 .68 $40.85 $19.17 88.4%

Median Usage 3,404 $18.04 $32.64 $14.60 80.9%

Staff Recammerrd

Average Usage 4,639 $21 .68 $33.89 $12.21 56.3%

Median Usage 3,4114 $18.04 $28.34 $10,30 57.1%

Present 8 Proposed Rates (Without Taxes)
General Service 5/8 X 3/4 - Inch Meter

Gallons
Consumption

Present
Rates

Company
Proposed

Rates
%

increase

Staff
P!'£)POS€d

R8t€s
%

Increase

0
1,000
2,000
3,000
4,000
5,000
6,000
7,000
8,000
9,000

10,000
15,000
20,000
25,000
50,000
75,000

100,000
125,000
150,000
175,000
200,000

$8.00
10.95
13.90
16.85
19.80
22.75
25.70
29.48
33.26
37.04
40.82
59.72
78.62
97.52

192.02
286.52
381 .02
475.52
570.02
664.52
759.02

$10.00
16.65
23.30
29.95
36.60
43.25
49.90
59.20
68.50
77.80
87.10

133.60
180.10
226.60
459.10
691 .60
924.10

1,156.60
1,389.10
1,621 .60
1,854.10

25.0%
52.1%
67.6%
77.7%
84.8%
90.1%
94.2%

100.8%
106.0%
110.0%
113.4%
123.7%
129.1%
132.4%
139.1%
141.4%
142.5%
143.2%
143.7%
144.0%
144.3%

$17.52
20.52.
23.52
26,52
31,02
35.52
40,02
44,52
.40,02
55,52
55,02.3
85,02 .

.112,02
130,02

. 274,02
409.02
544,02
679,02
814.02
49,02

1 _084,02

119.0%
87.4%
69.2%
57.4%
56.7%
56.1%
55.7%
51 .0%
47.4%
44.5%
42.1%
42.4%
42.5%
42.6%
42.7%
42.8%
42.8%
42.8%
42.8%
42.8%
42.8%
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Eng ine e ring  Re port fo r Wilho it Wa te r Compa ny,
Inc . - Blue  Hills  #3 S ys te m

1

Docket No. W-02065A-07-0313 (Rates)

By:  Marlin Scott, ,
Utilities Engineer

1
October 16, 2007

CONCLUSIONS

Wilhoit Wa te r Compa ny, Inc. - Blue  Hills  #3 S ys te m's  ("Compa ny") curre nt we ll a nd
s tora ge  ca pa citie s  could a de qua te ly s e rve  its  curre nt cus tome r ba s e  a nd re a s ona ble
growth.

The  Arizona  De pa rtme nt of Environme nta l Qua lity ("ADEQ") re porte d no de ficie ncie s
a nd ha s  de te rmine d tha t the  Compa ny's  s ys te m, P WS  #l3~055 is  curre ntly de live ring
wa te r tha t me e ts  the  wa te r qua lity s ta nda rds  re quire d by Arizona  Adminis tra tive  Code ,
Title  18, Chapte r 4.

The Company has  an approved backflow prevention ta riff tha t became effective  on
February 22, 2004.

R E C O MME NDATIO NS

Staff recommends that the Company monitor the system and submit the gallons pumped
and sold to de te rmine  the  actua l wa te r loss  for one  full yea r. The  re sults  of this
monitoring and reporting should be docketed as a compliance item in this case within 13
months of the effective date of the order issued in this proceeding. If the reported water
loss for the period is greater than 10%, the Company shall prepare a report containing a
detailed analysis and plan to reduce water loss to 10% or less. If the Company believes it
is not cost effective to reduce water loss to less than 10%, it should submit a detailed cost
benefit analysis to support its opinion. In no case shall the Company allow water loss to
be greater than 15%. The water loss reduction report or the detailed analysis, whichever
is submitted, shall be docketed as a compliance item within 13 months of the effective
date of the order issued in this proceeding.

B.

A.

c.

2.

1 .

Staff recommends that the Company be required to report its customer count by system in
future submittal of Commission Annual Reports.



Wilhoit Wa te r Compa ny, Inc. - Blue  Hills  #3 Sys te m
Docke t No. W-02065A-07-0313
Page 2

Staff recommends an annual water testing expense  of $1,445 be  used for purposes of this
a pplica tion a nd furthe r re comme nds  tha t the  re ma ining $408 of the  re porte d $1,853 be
classified as  part of the  water opera tor's  fee

S ta ff re c o mme n d s  th a t Co mp a n y s u b mit th e  ADE Q  Ce rtific a te  o f Ap p ro va l o f
Construction for the  arsenic treatment system by December 31 , 2008

The  Compa ny is  loca te d in the  P re s cott Active  Ma na ge me nt Are a . S ta ff re comme nds
tha t the  Compa ny file  with  Docke t Control, a s  a  complia nce  ite m in  th is  docke t by
December 31, 2008, a  le tte r from Arizona  Department of Water Resources  indica ting tha t
the  Company's  water use  and monitoring requirements have  been resolved

Staff recommends that the  Company use Staff' s deprecia tion ra tes  de linea ted in Table  B

S ta ff re comme nds  a pprova l of S ta ffs  S e rvice  Line  a nd Me te r Ins ta lla tion Cha rge s  a s
de linea ted in Table  C

S ta ff re comme nds  tha t the  Compa ny file  a  curta ilme nt ta riff in the  form found on the
Commis s ion 's  we bs ite  a t www.a zcc.gov/divis ions /utilitie s /forms /Curta ilme nt-S td.pd1
This  ta riff s ha ll be  docke te d a s  a  complia nce  ite m in this  ca s e  within 45 da ys  of the
effective  da te  of an order in this  proceeding for review and ce rtifica tion by S ta ff.
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P lant Items
We ll #1

(55-622750)

Casing Size 6-inch

178 ft.

Submersible Pump 3-Hp

We ll #2
(55-622751)

35 ft.

6-inch

35 ft.
1/2-Hp

Pumping Rate 30 GP M 10 GP M

Meter S ize 1-1/2-inch

Storage Tank 12,500 ga llon

Booster Pumps 3-Hp, 2 each

Captive  Air Tanks 120 gallons, 4 each

Chlorina tion Liqu id

Cha in Link Fencing 50 ft. by 70 ft. a round entire  site

Wilhoit Wa te r Compa ny, Inc. - Blue  Hills  #3 Sys te m
Docke t No. W-02065A-07-0313
Page 4

A.  LO C ATIO N O F  C O MP ANY

Wilhoit Wa te r Compa ny, Inc..- Blue  Hills  #3 S ys te m ("Compa ny") s e rve s  a  community in
Dewey. Figure  1 shows the  loca tion of the  Company within Yavapa i County and Figure  2 shows
the  certifica ted area  covering 1/32 square-mile  or 20 acres.

B .  DE S CRIP TIO N O F  THE  WATE R S YS TE M

The  wa te r s ys te m wa s  fie ld ins pe cte d on S e pte mbe r 17, 2007, by Ma rlin S cott, J r., S ta ff Utilitie s
Engine e r, in  the  a ccom pa nim e nt of J im  We s t,  Cons ulta nt for the  Com pa ny. The  curre nt s ys te m
c o n s is ts  o f two  we lls ,  o n e  s to ra g e  ta n k,  b o o s te r s ys te m  a n d  a  d is trib u tio n  s ys te m  s e rv in g
a pproxim a te ly 55 cus tom e rs  a nd a  coin-ope ra te d  s ta ndpipe  s e rvice .  All the  pum ping fa c ilitie s
a re  loca te d a t one  s ite .

In  the  m id l990 's ,  a  ga s oline  s pill occurre d a cros s  the  roa d from  the  we lls /pum ping s ite .  Due  to
th is  s p ill,  ADE Q  o rde re d  the  re s pons ib le  pa rty,  Blue  Hills  Ma rke t,  to  c le a n -up  the  s p ill a nd
fu rth e r o rd e re d  tre a tm e n t e q u ip m e n t b e  in s ta lle d  fo r th e  wa te r c o m p a n y. This  tre a tm e nt
e quipm e nt,  a c tiva te d cha rcoa l filte rs ,  wa s  pla ce d into  ope ra tion in  2002 a nd is  curre ntly be ing
ope ra te d a nd ma inta ine d by Ze le n Environme nta l on be ha lf of the  Blue  Hills  Ma rke t.

A sys te m sche ma tic is  shown a s  Figure  3 a nd a  de ta ile d pla nt fa cility lis ting is  a s  follows :

Ta ble  1. P umping S ite

** Note : According to the  ADWR Imaged Records Database .



Le ngth WI
I

I 4-inc h ACP I3,845 ft.

3
I

6-inch

Diameter Ma te ria l

3-inch

AC P 3 ,150  ft.

Tota l: 6,995 ft. E

Size I Qua n tity
I

1-1/2-inch
I

5/8 x 3/4-inch !55

3/4-inch I

1 - inch i
i

55

2-inch

Tota l : 55

V Structures

Standpipe - coin operated system lI
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Table  2. Wate r Mains  #

# Note : According to  S ta ffs  prior Engine e ring Re port in 1992.

Table  3. Customer Meters

Table 4. Structures
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Figure  1. Yavapa i County Map
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Figure  2. Ce rtifica te d Are a
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Figure  3. System Schematic
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c .  WATE R  US E

Wa te r S o ld

Figure  4 repre sents  the  wa te r consumption da ta  provided by the  Company in its  wa te r use  da ta
s he e t. Cus tome r cons umption e xpe rie nce d a  high monthly wa te r us e  of 223 ga llons  pe r da y
("GP D") pe r conne ction in  Ma y a nd a  low monthly wa te r us e  of 90 GP D pe r conne ction in
March for an average  monthly use  of 153 GPD per connection.

Figure  4. Water Use

Non-Account Water

Non-a ccount wa te r should be  10% or le s s . The  Compa ny re porte d 3,572,301 ga llons  of wa te r
sold a nd did not re port the  numbe r of ga llons  pumpe d during the  te s t ye a r. Although the  we lls
s ha re  a  l-l/2-inch me te r, the  Compa ny is  not re cording its  ga llons  pumpe d. In prior ye a rs  a s
shown in the ir Annual Reports , the  Company has been reporting the  same amount of ga llons sold
a s  ga llons  pumpe d. Ba s e d on the  unknown "a ctua l" ga llons  pumpe d, the  wa te r los s  pe rce nt
cannot be  de termined a t this  time.

Staff recommends tha t the  Company monitor the  system and submit the  ga llons pumped and sold
to de te rmine  the  actua l wa te r loss  for one  full yea r. The  re sults  of this  monitoring and reporting
should be  docke te d a s  a  complia nce  ite m in this  ca se  within 13 months  of the  e ffe ctive  da te  of
the  orde r issued in this  proceeding. If the  reported wa te r loss  for the  pe riod is  grea te r than 10%,
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the  Company shall prepare  a  report conta ining a  deta iled analysis  and plan to reduce  water loss to
10% or le s s . If the  Compa ny be lie ve s  it is  not cos t e ffe ctive  to re duce  wa te r los s  to le s s  tha n
10%, it should submit a  de ta iled cos t bene fit ana lys is  to support its  opinion. In no case  sha ll the
Compa ny a llow wa te r los s  to be  gre a te r tha n 15%. The  wa te r los s  re duction re port or the
de ta ile d a na lys is , whiche ve r is  s ubmitte d, s ha ll be  docke te d a s  a  complia nce  ite m within 13
months of the  e ffective  da te  of the  order issued in this  proceeding.

Svs tem Analvs is

The  sys te m's  curre nt two source  we ll ca pa city tota ling 40 GP M a nd 12,500 ga llons  of s tora ge
ta nk ca pa city could a de qua te ly s e rve  a pproxima te ly 100 s e rvice  conne ctions . The  s ys te m
curre ntly ha s  55 se rvice  conne ctions  a nd one  s ta ndpipe  se rvice . The re fore , this  sys te m ca n
adequately serve its current customer base and reasonable growth.

D.  G R O WT H

In the  Compa ny's  Annua l Re ports , it did not s e pa ra te  the  cus tome r count for e a ch of its  thre e
independent water systems, but instead, reported its  entire  customer base  as one . Therefore , Staff
ca nnot de te rmine  pos s ible  growth for this  s ys te m. S ta ff re comme nds  tha t the  Compa ny be
re quire d to re port its  cus tome r count by s ys te m in future  s ubmitta l of Commis s ion Annua l
Reports .

E .  AR IZO NA DE P AR TME NT O F E NVIR O NME NTAL Q UALIT Y (" ADE Q " )
C O MP LIANC E

Compliance

According to an ADEQ Compliance  S ta tus  Report, da ted April 30, 2007, tha t was  submitted with
the  ra te  a pplica tion, ADEQ re porte d no de ficie ncie s  a nd ha s  de te rmine d tha t the  Compa ny's
s ys te m, P WS  #13-055 is  curre ntly de live ring wa te r tha t me e ts  the  wa te r qua lity s ta nda rds
required by Arizona  Adminis tra tive  Code , Title  18, Chapte r 4.

Water Testing and operator's Fee Expenses

The  Compa ny is  s ubje ct to ma nda tory pa rticipa tion in the  Monitoring As s is ta nce  P rogra m
("MAP "). S ta rting J a nua ry 1, 2002, wa te r compa nie s  pa id a  fixe d $250 pe r ye a r fe e , plus  a n
additiona l fee  of $2.57 pe r se rvice  connection, rega rdless  of me te r s ize  for pa rticipa tion in MAP.
Participa tion in the  MAP program is  manda tory for wa te r sys tems, which se rve  le ss  than 10,000
persons (approximate ly 3,300 service  connections).

The  Compa ny re porte d its  wa te r te s ting e xpe nse  a t $1,853 during the  te s t ye a r by combining
wa te r te s ting cos ts  a nd wa te r ope ra tor's  fe e s . S ta ff ha s  re vie we d the se  e xpe nse s  a nd ha s



i
No. of

tests
Cost per

test
Monitoring

(Tests per 3 years, unless noted.)
Annua l

Cos t

Tota l coliform  - m onthly

Radiochemica l - per 4 years

$65 12 $780

MAP MAP MAP

MAP MAP MAP

lPhase H and V:

Nitra te  - a nnua l $55 1 $55

Nitrite  - once  pe r pe riod MAP MAP MAP

MAP MAP MAP

MAP MAP ** $381

$45

$75

5

1

$75
$25

$335

$50

1
1

$112
$17

Tota l $1,445

Asbestos - per 9 years

MAP  -. IOns , S OCs , & VOCs  ##
Lead & Copper - pe r 3 years

- Sampling & shipping samples

D/DBP 1

TTHM/HH5 - per 3 years
- Sampling & shipping samples

r
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re ca lcula te d the  a nnua l e xpe ns e  by a dding the  omitte d monitoring re quire me nts  for le a d &
coppe r a nd Dis infe ction/Dis infe ction By-P roduct ("D/DBP "). Annua l D/DBP  monito ring
a pplie s  to a ny public wa te r sys te m tha t a dds  a  ha loge na te d dis infe cta nt during the  tre a tme nt
proce s s . The  Compa ny chlorina te s  its  we lls  a nd the re fore , is  re quire d to monitor for D/DBP .
S ta ff ha s  a lso made  additiona l adjus tments  tha t a re  shown in Table  A be low for S ta ffs  adjus ted
annual water testing expense  of $1,445.

Table  A. Wate r Testing Cost

## Note: ADEQ - MAP invoice for the 2006 Calendar Year is $381.07.

S ta ff re comme nds  a n a nnua l wa te r te s ting e xpe ns e  of $1,445 be  us e d for purpos e s  of this
applica tion and further recommends tha t the  remaining $408 of the  reported $1,853 be  class ified
as pa ir of the  water opera tor's  fee .

Ars enic

According to the  ADEQ Monitoring Ass is tance  Program ana lys is  report for 2007, the  Company's
compos ite  a rse nic le ve l from its  two we ll wa s  re porte d a t 18 pa rts  pe r billion ("ppb"). Ba se d on
this  a rsenic leve l, the  Company indica ted it is  currently seeking a  bid from Adedge  Technologies
for engineering, construction, and insta lla tion of an arsenic trea tment system.
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S ta ff re comme nds  tha t Compa ny submit the  ADEQ Ce rtifica te  of Approva l of Cons truction for
the arsenic treatment system by December 31, 2008 .

F. ARIZONA DEPARTMENT OF WATER RESOURCES (¢¢ADWR") COMPLIANCE

The  Company is  loca ted in the  P re scott Active  Management Area  ("AMA"). S ince  the  Company
uses  le ss  than 250 acre -fee t of wa te r pe r yea r, it is  conside red a  small provider by ADWR and is
not subje ct to the  ga llons  pe r ca pita  pe r da y limit a nd conse rva tion rule s . The  Compa ny is  only
required to monitor and report wate r use .

In re sponse  to S ta ffs  re que s t for a  complia nce  s ta tus , ADWR provide d a  copy of its  Advisory
le tte r to Wilhoit Wa te r Compa ny da te d Octobe r ll, 2007. According to the  le tte r, the  Compa ny
is  not in compliance  with ADWR requirements  for ca lenda r yea r 2006, ba sed on ADWR's  audit
of the  Compa ny's  2006 Annua l Withdra wa l a nd Us e r Re port. In a ddition, it s ta te s  tha t the
Compa ny s ha ll provide  conforma tion of re pa ir or ins ta lla tion of ne w me te rs  for a ll its  we lls  to
ADWR by De ce mbe r ll, 2007. The  Compa ny's  2007 Annua l Withdra wa l a nd Us e r Re port will
a lso have to include the  partia l meter readings for the  fourth quarter of 2007 _

S ta ff re comme nds  tha t the  Compa ny file  with Docke t Control, a s  a  complia nce  ite m in this
docke t by December 31 , 2008, a  le tte r from ADWR indica ting tha t the  Company's  wate r use  and
monitoring requirements  have  been resolved.

G .  DE P RE CIATIO N RATE S

The  Compa ny ha s  be e n us ing a  de pre cia tion ra te  of 5.00% in e ve ry Na tiona l As s ocia tion of
Re gula tory Utility Commiss ione rs  ("NARUC") pla nt ca te gory. In re ce nt orde rs , the  Commiss ion
has  been shifting away from the  use  of compos ite  ra te s  in favor of individua l deprecia tion ra te s
by NARUC ca te gory. (For e xa mple , a  un ifo rm 5% compos ite  ra te  would  no t re a lly be
a ppropria te  for e ithe r ve hicle s  or tra nsmiss ion ma ins  a nd ins te a d, diffe re nt spe cific re tire me nt
rates should be used.)

S ta ff ha s  de ve lope d typica l a nd cus toma ry de pre cia tion ra te s  within a  ra nge  of a nticipa te d
equipment life . These  ra te s  a re  pre sented in Table  B and it is  recommended tha t the  Company
use  deprecia tion ra tes  by individua l NARUC ca tegory on a  going-forward bas is .



2.50

NARUC
Acct. No.

Depreciable  P lant
Average

Service  Life
(Yea rs)

Annua l
Accrua l

Ra te  (%)

304
x

I

I Structures & Improvements 30
|

3.33

305 Collecting & Impounding Reservoirs 40 2.50

2.50Lake, River, Canal Intakes 40 2.50

2.22

Wells & Springs 30

Infiltration Galleries 15

Raw Water Supply Mains 50

Power Generation Equipment 20

Pumping Equipment 8

Water Treatment Equipment

Water Treatment Plants 30

Solution Chemical Feeders 5

Distribution Reservoirs & Standpipes

Storage Tanks 45

Pressure Tanks 20 5.00

8.33

Transmission & Distribution Mains 50

Services 30

Mete rs 12

Hydrants 50 2.00

306
I

3.33

6.67

2.00

5.00

12.5
y 7"8 f4 j

,.»'>»

3.33

20.0

,41"

=;=»/

\§1

2.22

5.00

2.00

3.33

307

308

309

310

311
320

320.1

320.2

330

330.1

330.2

331

333

334

335

336

339

340

340.1

341

342

6.67

20.00 \
I

20.00

Backflow Prevention Devices 15

Other Plant & Misc Equipment 15

Office  Furniture  & Equipment 15

Computers & Software 5

Transportation Equipment 5

Stores Equipment 25

6.67

6.67

4.00

5.00

10.00
I
I|5.00

I 343 Tools, Shop & Garage Equipment 20

Laboratory Equipment 10

Power Operated Equipment 20

344

345

346

347

348

Communica tion Equipment 10 10.00

Miscellaneous Equipment 10 10.00

Other Tangible  P lant
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Table B. Depreciation Rates

NOTES :

1 . These depreciation rates represent average expected rates. Water companies may
experience different rates due to variations in construction, environment, or the physical
and chemical characteristics of the water.
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8

$690
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5-inch
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Acct. 348, Other Tangible Plant may vary from 5% to 50%. The depreciation rate would
be set in accordance with the specific capital items in this account.

H. OTHE R IS S UE S

1. Service Line and Meter Installation Charges

The Company has requested changes in its serv ice line and meter installation charges. These
charges are refundable advances and the Company has requested "total" charges that are similar
to Staf fs customary range of  charges. Since the Company may at t imes instal l  meters on
existing serv ice l ines, it would be appropriate for some customers to only be charged for the
meter installation. Therefore, Staff  recommends approval of  the "total" charges as shown in
Table C below, with separate installation charges for the serv ice line and meter installations.
Staff also would recommend the deletion of the 5-inch meter installation charge due to the fact
that 5-inch meters do not exist.

Table C. Service Line and Meter Installation Charges

Meter Size

4wwJy(.r wJww-:2
Company
Current
Charges

Recommended
Meter Charges

Recommend
Total Charges

5/8 x 3/4-inch
9

$265 9

. Recommended .

Service Line

Charges

$385 $520

6-inch $6,275
:4 F9¢r4 yr WJJJI M:. =-asf:I/4WJJJJ/ 'u/Iam:-r ..*

2. Cu rta ilm e n t Ta riff

The Company does not have an approved curtailment tariff Staff recommends that the Company
f i le a curtailment tari f f i n the form found on the Commission's website at
www.azcc.gov/div isions/utilities/forms/Curtailment-Std.pd£ This tarif f  shall be docketed as a
compliance item in this case within 45 days of the effective date of an order in this proceeding
for review and certif ication by Staff

2.
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3. Ba c kflow P re ve n tion  Ta riff

The  Company has  an approved backflow prevention ta riff tha t became e ffective  on February 22



WHILHOIT WATER COMPANY, INC.. THUNDERBIRD MEADOWS
DocketNos. W-02065A-07-0312, W-02055A-07-0306, and W-02065A-07-0307
Test Year Ended December 31, 2006

Schedule JMM-4
Page 1 of 2

Monthly Usage Charge

5/8" X 3/4" Meter
3/4" Meter

1" Meter
1%" Meter

2" Meter
3" Meter
4" Meter
5" Meter
6" Meter

Present

Rates Company

$25.00

-Proposed Rates-

Staff
$12.46
21 .00
35.00
70.00

112.00
210.00
350.00
500.00
700.00

Gallons Included in Minimum 0.00 0.00

Commodity Chage per t,000 gallons

All Meter Sizes
0 - 6,000 gallons
Over 6,000 gallons

$4.40
5.50

$8.80
11.84

5/8" x 3/4" and 3/4" Meter (Residential)
1 - 3,000 gallons
3,001 to 10,000 gallons
Over 10,000 gallons

N/A
N/A
N/A

N/A
N/A
N/A

5/8" x 3/4" and 3/4" Meter (Commercial)
1 - 10,000 gallons
Over 10,000 gallons

N/A
N/A

N/A
N/A

1" Meter (Commercial)
1 - 25,000 gallons
Over 25,000 gallons

N/A
N/A

N/A
N/A 8

1 1/2" Meter (Commercial)
1 - 63,000 gallons
Over 63,000 gallons

N/A
N/A

N/A
N/A 8

2" Meter (Commercial)
1 - 109,000 gallons
Over 109,000 gallons

N/A
N/A

N/A 8
N/A 3

3" Meter (Commercial)
1 - 237,000 gallons
Over 237,000 gallons

N/A
N/A

N/A §
N/A8

4" Meter (Commercial)
1 - 381,000 gallons
Over 381 ,000 gallons

N/A
N/A

N/A
N/A 8

5" Meter (Commercial)
1 - 581,000 gallons
Over 581 ,000 gallons

N/A
N/A

N/A 8
N/A3



WHILHOIT WATER COMPANY, INC. - THUNDERBIRD MEADOWS
Docket No. W-020B5A-07-03t2, W-02065A-07-0306, and W-02065A-07-0307
Test Year Ended December 31, 2006

Schedule JMM-4
Page 2 of 2

6" Meter (Commercial)
1 - 780,000 gallons
Over 780,000 gallons

N/A
N/A

N/A
N/A

Service Line and Meter Installation Charges
5/8" X 3/4" Meter

3/4" Meter
1" Meter

1%" Meter
2" Meter
3" Meter
4" Meter
5" Meter
6" Meter

$278.00
309.00
360.00
552.00
779.00

1,010.00
1,703.00
2,638.00
3,769.00

$520.00
600.00
690.00
935.00

1,595.00
2,275.00
3,520.00

0.00
6,275.00

$30.00
30.00
35.00

$100.00
100.00
150.00

Service Charges
Establishment
Reconnection (Delinquent)
Meter Test (If Correct)
Deposit
Deposit Interest
Re-Establishment (W ithin 12 Months)
NSF Check
Deferred Payment (per annum)
Meter Re-Read (If Correct)
Late fee

Ar*

$15.00
6.00%
15.00
0.00

$35.00
6.00%3
35.00
10.00

Monthly Service Charge for Fire Sprinkler
4" or Smaller
6"
8"

10"
Larger than 10"

$5.00
7.00
7.00
7.00
7.00

$0.00

* Per Commission Rules (R14-2403.B)
Months off system times the minimum (R14-2-403.D)
1.5% of unpaid monthly balance,
1.00% of Monthly Minimum for a Comparable Sized Meter Connection,
but no less than $5.00 per month. The Service Charge for Fire Sprinklers
is only applicable for service lines seperate and distinct from the primary
water service line.



Wilhoit Water Company, Inc. - Thunderbird Meadows
Docket Nos. W-02065A-07-0312, W-02065A-07-0306, and W-02065A-0307
Test Year Ended December 31, 2006

Schedule JMM-5

General Service 5/8 X 3/4 - Inch Meter

Average Number of Customers: 128

Company Proposed Gallons
Present

Rates
Proposed

Rates
Dollar

Increase
Percent

Increase

Average Usage 4,033 $30.21 $60.49 $30.28 100.23%

Median Usage 3,114 $26.16 $52.40 $26.24 100.31%

Staff Recommend

Average Usage 4,033- $30.21 $32.20 $1.99 6.59%

Median Usage; 3,114 $26,16 $27.44 .$1.28 4_89°/,

Present & Proposed Rates (Without Taxes)
Genera! Service 5/8 X 3/4 - Inch Meter

Gallons
Consumption

Present
Rates

Company
Proposed

Rates
%

Increase

Staff
Propcfsed=

Rates
%

Increase

0
1,000
2,000
3,000
4,000
5,000
6,000
7,000
8,000
9,000

10,000
15,000
20,000
25,000
50,000
75,000

100,000
125,000
150,000
175,000
200,000

$12.46
16.86
21 .26
25.66
30.06
34.46
38.86
44.36
49.86
55.36
60.86
88.36

115.86
143.36
280.86
418.36
555.86
693.36
830.86
968.36

1,105.86

$25.00
33.80
42.60
51.40
60.20
69.00
77.80
89.64

101 .48
113.32
125.16
184.36
243.56
302.76
598.76
894.76

1,190.76
1,486.76
1,782.76
2,078.76
2,374.76

100.64%
100.47%
100.38%
100.31%
100.27%
100.23%
100.21 %
102.07%
103.53%
104.70%
105.65%
108.65%
110.22%
111.19%
113. 19%
113.87%
114.22%
114.43%
114.57%
114.67%
114.74%

96 . 50 "
19.95
2a:4o
2s;a5..
32.033.
87.24
42;39..

:4`Z.5'l
535295
5193*
63:11

. 98.11
4125.11 :
. 1561811
. ea i..11 .
466.11
621.11 .
.776.1T..
.:93'}l"H .

='T,08S.11
1,241111

32.42%
18.33%
10.07%
4.64%
6.55%
7.98%
9.08%
7.24%
5.80%
4.64%
3.70%
6.51 %
7.98%
8.89%

10.77%
11.41 %
11 .74%
11.93%
12.07%
12.16%
12.23%
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WHILHOIT WATER COMPANY, INC. - THUNDERBIRD MEADOWS
Docket Nos. W-02065A-07-0312, W-02065A-07-0306, and W-02065A-07-0307
Test Year Ended December 31, 2006

Schedule JMM - 7

Surcharge Amount $ 8.56

Pro forma Effects on monthly bill
5/8"x 3/4" Meter
3/4" Meter
1" Meter
1%" Meter
2" Meter
3" Meter
4" Meter
6" Meter

1
1.5
2.5

5
8

15
25
50

X
X
X
X
X
x
X
X

$
$
$
$
$
$
$
$

8 5 6
8.56
8.56
8.56
8.56
8.56
8.56
8.56

Surcharge $ 6.53

5/8"x 3/4" Meter
3/4" Meter
1" Meter
kw' Meter
2" Meter
3" Meter
4" Meter
6" Meter

1
1.5
2.5

5
8

15
25
50

X
X
X
X
X
X
X
X

$
$
$
SS
$
$
$
$

6 .5 3
6 .53
6 5 3
6 .53
6 .53
6 .53
6 .53
6 .5 3

Line
No .

1
2
3
4
5
6
7
8
g

1 0
11
1 2
1 3
1 4
1 5
1 6
1 7
18
1 9
2 0
2 1
2 2
2 3
2 4
2 5
2 6
2 7
2 8
2 9
3 0
31
3 2
3 3
3 4
3 5
3 6
37
3 8
3 9
4 0
4 1
4 2
4 3
4 4
4 5
4 6
4 7
4 8

Surcharge $ 15.10

5/8"x 3/4" Meter
3/4" Meter
1" Meter
1%" Meter
2" Meter
3" Meter
4" Meter
6" Meter

1
1.5
2,5

5
B

15
25
50

X
x
X
x
X
X
X
X

$
$
$
$
$
$
$
$

15.10
15.10
15,10
15.10
15.10
15.10
15.10
15.10



Wilhoit Water Company, Inc. - Thunderbird Meadows
Docket Nos. W-02065A-07-0312, W-02065A-07-0306, and W-02065A-0307
Test Year Ended December 31 , 2006

Schedule JMM-8

General Service 5/8 X 3/4 - Inch Meter

Average Number of Customers: 128

Company Proposed Gallons
Present

Rates
Proposed

Rates
Dollar

Increase
Percent

Increase

Average Usage 4,033 $30.21 $60.49 $30.28 100.23%

Median Usage 3,114 $26.16 $52.40 $26.24 100.31%

Staff Recommend

Average Usage 4,033 .330,21 $40.76 $10.55 34.92%

Median Usage 3,114 $2646 $36.00 $9.84 37.61%

Present 8- Proposed Rates (Without Taxes)
General Service 5/8 X 3/4 - Inch Meter

Gallons
Consumption

Present
Rates

Company
Proposed

Rates
%

Increase

Staff
Proposed

Rates
%

Increase

0
1,000
2,000
3,000
4,000
5,000
0,000
7,000
a,000
9,000

10,000
15,000
20,000
25,000
50,000
75,000

100,000
125,000
150,000
175,000
200.000

$12.46
16.86
21 .26
25.66
30.06
34.46
38.86
44.36
49.86
55.36
60.86
88.36

115.86
143.36
280.86
418.36
555.86
693.36
830.86
968.36

1.105.86

$25.00
33.80
42.60
51 .40
60.20
69.00
77.80
89.64

101 .48
113.32
125.16
184.36
243.56
302.76
598.76
894.76

1,190.76
1,486.76
1,782.76
2,078.76
2.374.76

100.64%
100.47%
100.38%
100.31%
100.27%
100.23%
100.21%
102 07%
103.53%
104.70%
105.65%
108.65%
110.22%
111.19%
113. 19%
113.87%
114.22%
114.43%
114.57%
114.67%
114.74%

$2soe
.28.51
8.1 .96
35.41 :
40.59 .
45,12
59.95°

.=.5$,1.3 .
2§§'¥18»*l
66.49

...3,02.67==
;.13a:67
164.62 .

34319937 .
.474..s7
529.67
784.G7..

939.67
1 ,094.6Z:=

249.67

101 .12%
69.10%
50.33%
38.00%
35.03%
32.82%
31 .11%
26.53%
22.96%
20.10%
17.76%
16.20%
15.37%
14.86%
13.82%
13.46%
13.28%
13.17%
13.10%
13.04%
13.00%



Wilhoit Water Company, Inc. - Thunderbird Meadows
Docket Nos. W-02065A-07-0312, W-02065A-07-0306, and W-02065A-0307
Test Year Ended December 31, 2006

Schedule JMM-9

General Service 5/8 X 3/4 - Inch Meter

Average Number of Customers: 128

Company Proposed Gallons
Present

Rates
Proposed

Rates
Dollar

Increase
Percent

Increase

Average Usage 4,033 $30.21 $60.49 $30.28 100.23%

Median Usage 3,114 $26.16 $52.40 $26.24 100.31%

Staff Recommend

Average USAQ8 4,033 $30.21 $38.73 $8.52 2820%

Median Usage 3,114 $26;16 $33.97 $7;81 29.85%

Present 8< Proposed Rates (Without Taxes)
General Service 5/8 X 3/4 - Inch Meter

Gallons
Consumption

Present
Rates

Company
Proposed

Rates
%

Increase

Staff
Proposed

R8te$
%

Increase

$23.03
25:48
29.93
aa.a8
28.56
43,74
48992

4419
.5928
. 64.45
: 59.644.
1.60.54

.§jQ§1..64
62.64

0
1,000
2,000
3,000
4,000
5,000
6,000
7,000
8,000
9,000

10,000
15,000
20,000
25,000
50,000
75,000

100,000
125,000
150,000
175,000
200,000

$12.46
16.86
21 .26
25.66
30.06
34.46
38,86
44.36
49.86
55.36
60.86
88.36

115.86
143.36
280.86
418.36
555.86
693.36
830.86
968.36

1,105.86

$25.00
33.80
42.60
51 .40
50.20
69.00
77.80
89.64

101 .48
113.32
125.16
184.36
243.56
302.76
598.76
894.76

1,190.76
1,486.76
1,782.76
2,078.76
2,374.76

100.64%
100.47%
100.38%
100.31%
100.27%
100.23%
100.21%
102.07%
103.53%
104.70%
105.65%
108.65%
110.22%
111.19%
113.19%
113.87%
114.22%
114.43%
114.57%
114.67%
114.74%

$17.64

472.64
627.64

: 782.644

84.83%
57.06%
40.78%
30.09%
28.28%
26.93%
25.89%
21 .96%
18.89%
16.44%
14.43%
13.90%
13.62%
13.45%
13.10%
12.97%
12.91%
12.88%
12.85%
12.83%
12.82%

937.64
1,992164
.1 ,247.64



Wilhoit Water Company, Inc. - Thunderbird Meadows
Docket Nos. W-02065A-07-0312, W-02065A-07-0306, and W-02065A-0307
Test Year Ended December 31, 2006

Schedule JMM-10

General Service 5/8 X 3/4 - Inch Meter

Average Number of Customers: 128

Company Proposed Gallons
Present

Rates
Proposed

Rates
Dollar

Increase
Percent

Increase

Average Usage 4,033 $30.21 $60.49 $30.28 100.23%

Median Usage 3.114 $26.16 $52.40 $2624 100.31%

Staff Recommend

Average Usage 4,033 330.21 $47.29 $17.08 56_54%

Median Usage 3,114 $25416 $42.53 $16,37 62-58%

Present & Proposed Rates (Without Taxes)
General Service 5/8 X 3/4 - Inch Meter

Gallons
Consumption

Present
Rates

Company
Proposed

Rates
%

Increase

Staff
Proposed

Rates
%

Increase

0
1,000
2,000
3,000
4,000
5,000
6,000
7,000
8,000
9,000

10,000
15,000
20,000
25,000
50,000
75,000

100,000
125,000
150,000
175,000
200,000

$12.46
16.86
21 .26
25.66
30.06
34.46
38.86
44.36
49.86
55.36
60.86
88.36

115.86
143.36
280.86
418.36
555.86
693.36
830.86
968.36

1,105.86

$25.00
33.80
42.60
51 .40
60.20
69.00
77.80
89.64

101 .48
113.32
125.16
184.36
243.56
302.76
598.76
894.76

1,190.76
1 ,486.76
1,782.76
2,078.76
2,374.76

100.64%
100.47%
100.38%
100.31%
100.27%
100.23%
100.21%
102.07%
103.53%
104.70%
105.65%
108.65%
110.22%
111.19%
113.19%
113.a7%
114.22%
114.43%
114.57%
114.67%
114.74%

$31.as
35.04-
38.49
41.94

47. 12.
'so;aa;
.5'/.4a.

..562.B6=.

..67.84:§
73.02
='zs:20

5.159.20
140.20.
12.1 £211 .

..32s.20.
48]22D

-63s.20.
79,1120

. 946.20.
.1 ,1 of .to
1 ,25B.20

153_53%
107.83%

81 .04%
63.45%
56.75%
51 .77%
47.92%
41 .25%
36.06%
31 .90%
28.49%
23.59%
21 .01 %
19.42%
16.14%
15.02%
14.45%
14.11 %
13.88%
13.72%
13.59%



Ar-
\. Engineering  Report

Fo r
Wilh o it Wa te r Co mp a n y, In c .
(Thunderb ird  Meadows  Sys tem)

..d

Docke t Nos .
W-02065A-07-0306
(Financing #1 - We ll)
W-02065A-07-0307
(Financing #2 - Tanks )
W-02065A-07-0312
(Rates)

CO NCLUS IO NS

The  Wilhoit Wa te r Compa ny, Inc. ("Wilhoit" or "die  Compa ny") Thunde rbird
Meadows  wa te r sys tem has  inadequa te  we ll production (See  Section B for furthe r
discussion).

The  a rse nic le ve l re porte d by Wilhoit for the  Thunde rbird Me a dows  wa te r sys te m
complies  with the  new arsenic MCL.

The  Arizona  Depa rtment of Environmenta l Qua lity ("ADEQ") ha s  de te rmined tha t
the  Wilhoit Thunde rbird Me a dows  wa te r s ys te m (ADEQ P ublic Wa te r S ys te m
Identifica tion No. 13-056) has  no major deficiencies  and is  currently de livering water
that meets  water quality s tandards required by Arizona Administra tive  Code, Title  18,
Chapter 4.

The  Wilho it Thunde rb ird  Me a dows  wa te r s ys te m is  no t with in  a ny Arizona
Department of Water Resources  ("ADWR") Active  Management Area  ("AMA"), and
consequently is  not subj act to ADWR AMA reporting and conservation rules.

Wilhoit ha s  an approved curta ilment ta riff for its  Thunde rbird Meadows  sys tem on
tile  with the  Arizona  Corpora tion Commission.

Staff concludes that the proposed Well Project was appropriate and that the submitted
costs  for drilling the  well appear to be  reasonable . However, this  does  not imply any
particular future  treatment for ra te  base  (See Section K for Mther discussion).

4.

2.

7.

3.

5.

6.

1.

Staff concludes that the proposed Tank Project is  appropriate  and the estimated costs
appear to be reasonable. However, this does not imply any particular nature treatment
for ra te  base . No "used and useful" de te rmina tion of the  proposed plant was  made ,



a nd no conclus ions  s hould be  infe rre d for ra te  ma king or ra te  ba s e  purpos e s  (S e e
Section K for furthe r discuss ion).

R E C O MME NDATIO NS

Sta ff recommends  tha t by December 31, 2008, Wilhoit file , a s  a  compliance  item with
the  Commiss ion's  Docke t Control, the  ADEQ Approva l of Cons truction for die  pla nt
re la te d to the  Compa ny's  de ve lopme nt of a  ne w wa te r s ource . In  a ddition, S ta ff
be lie ve s  tha t the  Thunde rbird Me a dows  Wa te r s ys te m s hould be  e va lua te d from a
globa l pe rs pe ctive  to de te rmine  s ys te m a de qua cy a nd e fficie ncy. S ta ff furthe r
recommends  tha t the  Company take  immedia te  action to seek ass is tance  from ADEQ
through its  s ys te m e va lua tion progra m. Upon comple tion  of d ie  ADEQ s ys te m
e va lua tion, S ta ff furthe r re comme nds  tha t the  Compa ny imme dia te ly a pply for a
Te chnica l As s is ta nce  Gra nt from the  Wa te r Infra s tructure  a nd Fina nce  Authority
("WIFA") to ass is t in des igning prob ects  tha t will improve  sys tem performance .

S ta ff recommends  tha t within 60 days  of the  e ffective  da te  of the  orde r in this  ma tte r
Wilhoit addre ss  de ficiencie s  #1 and #2 in the  ope ra tion and ma intenance  inspection
re port is sue d by ADEQ on Octobe r 3, 2006, a nd file , a s  a  complia nce  ite m with the
Commiss ion's  Docke t Control, docume nta tion de mons tra ting tha t the  improve me nts
have  been comple ted (See  Section D for further discussion).

S ta ff recommends  tha t within 60 days  of the  e ffective  da te  of the  orde r in this  ma tte r
Wilhoit ma d<e  a ll ne ce s s a ry corre ctions  to ADWR re gis tra tion re cords  to re fle ct
o wn e rs h ip  o f a ll we lls  b y W ilh o it  a n d  file ,  a s  a  c o m p lia n c e  ite m  with  th e
Comlnis s ion's  Docke t Control, docume nta tion de mons tra ting tha t s uch corre ctions
have been made.

Water testing expenses should be adjusted to the  annual expense amount of $1,550.00
(See  Section F for further discussion).

4.

5.

3.

2.

1.

S ta ff recommends  tha t the  Company monitor the  Thunde rbird Meadows  sys tem and
submit the  ga llons  pumped and sold to de te rmine  the  non-account wa te r for one  full
yea r. The  re sults  of this  monitoring and reporting sha ll be  docke ted a s  a  compliance
ite m in this  ca s e  within 13 months  of the  e ffe ctive  da te  of the  orde r is s ue d in this
proceeding. If the  reported wa te r loss  in grea te r than 10% the  Company sha ll prepare
a  report conta ining a  de ta iled ana lys is  and plan to reduce  wa te r loss  to 10% or le ss . If
the  Company be lieves it is  not cost e ffective  to reduce  the  water loss  to less  than 10%,
it s hould s ubmit a  de ta ile d cos t be ne fit a na lys is  to s upport its  opinion. In no ca s e
sha ll the  Company a llow wa te r loss  to be  grea te r than 15%. The  wa te r loss  reduction
re port or the  de ta ile d  a na lys is , whiche ve r is  s ubmitte d , s ha ll be  docke te d a s  a
complia nce  ite m within 13 months  of the  e ffe ctive  da te  of the  orde r is s ue d in this
proceeding (See  Section G for further discussion).



S ta ff re comme nds  tha t the  Compa ny be  re quire d  to  re port its  cus tome r count
separa te ly for each of its  sys tems in future  Annua l Reports  (See  Section H for furthe r
discuss ion).

S ta ff re comme nds  tha t the  Compa ny us e  s pe cific de pre cia tion ra te s  by Na tiona l
Associa tion of Regula tory Utility Commiss ione rs  ca tegory. These  ra te s  a re  presented
in Exhibit 4 a nd it is  re comme nde d tha t the  Compa ny us e  the s e  ra te s  on a  going-
forward basis  (See  Section I for Mother discussion).

S ta ff re comme nds  tha t the  S e rvice  Line  a nd Me te r Ins ta lla tion Cha rge s  lis te d in
Section K that are  recommended by Staff be  adopted.

9.

8.

7.

S ta ff re comme nds  tha t by De ce mbe r 31 , 2008 , Wilho it comple te  the  ne e de d
improvements  identified during S tamPs s ite  inspection and file , a s  a  compliance  item
with  the  Commis s ion 's  Docke t Contro l, docume nta tion  de mons tra ting  d irt the
improvements  have  been comple ted (See  Section K for iinther discuss ion).
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A. INTRODUCTION AND LOCATION O F COMPANY

On May 21, 2007, Wilhoit Water Company, Inc. ("Wilhoit" or "the Company") tiled a rate
application with the Arizona Corporation Commission ("ACC") to increase the rates it is
allowed to charge customers in its Thunderbird Meadows service area.l On the same date
Wilhoit also filed two separate financing applications with the ACC wherein it is seeking
approval of ftuiding to cover the cost of upgrades to its Thunderbird Meadows water system.2
The purpose of this  repor t  is  to provide a  descr ipt ion of the Company's  Thunderbird
Meadows water system, provide information on its compliance status with other regulatory
agencies, and provide any other information which impacts its ability to provide service to
existing and future customers. The Company's Thunderbird Meadows service area which
comprises roughly 360 acres (.6 square miles) is located approximately 16 miles southwest of
Prescott on Highway 89 in Yavapai County. The area adjacent to the Thunderbird Meadows
service a r ea ,  immedia tely nor thwest  of  Highway 89,  is  sewed by Walden Meadows
Community Co-op ("Walden").  Exhibit l describes the service area of the Company and
Exhibit 2 shows the location of the Company in relation to other Commission regulated
companies in Yavapai County.

B. DESCRIPTION OF THE WATER SYSTEM

The Thunderbird Meadows Water system was visited on July 2, 2007, by Commission Staff
member  Del Smith in the accompaniment of Mr.  Jim West of West & Company,  LLC,
Authorized Representative of the Company.

Although the Company has added new wells to the Thunderbird Meadows Water system
since its last rate application in the early 1990s, very little improvement in overall system
water production has resulted, the Company is still purchasing a significant amount of the
water it delivers to its customers. At the time of Staffs previous inspection and evaluations
of the Thunderbird Meadows water system it consisted of live wells, but only two wells were
in service with a  tota l product ion of 12 ga llons per  minute ("GPM"). Currently, the
Thunderbird Meadows Water system has nine wells, but only three wells are in service with a
total production of 15 GPM. Included in the nine wells is a new well that was drilled in
2006. This well which is not in service yet is awaiting Arizona Department of Environmental
Quality ("ADEQ") approval.  It  is expected to be a low producer at only two GPM (see
Financing in Section K for  fur ther  discussion).  Total system storage capacity remains
unchanged at 67,000 gallons. The system currently serves approximately 125 metered
customers. The current well production capacity is only capable of providing adequate
service to approximately 73 customers based on water use data provided by the Company for

1 Applicant also holds Certificates of Convenience and Necessity to provide water service to the following
separate unconnected systems: Yavapai Estates and Blue Hills.
2 Staff filed to consolidate the rate and financing applications into a single proceeding on September 19, 2007.
3 The Thunderbird Meadows water system was last inspected by Staff in May 1992. The inspection was
conducted in connection with the Company's last rate order, Decision No. 58102, dated December 9, 1992.
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2006. Because  of the  sys tem's  low wa te r production, approxima te ly ha lf of the  wa te r sold to
cus tome rs  is  be ing purcha se d from Wa lde n through a  3-inch ma s te r me te r a nd pe rma ne nt
inte rconne ction fa cility tha t e xte nds  a cros s  Highwa y 89 to a  133,000 ga llon s tora ge  ta nk
owne d by Wa lde n. Wa te r is  gra vity fe d from the  Wa lde n ta nk whe n the  wa te r le ve l in the
Wilhoit tanks  drop be low a  specified leve l.

The  exis ting purchased wa te r agreement with Walden limits  the  ava ilable  wa te r from Walden
to 400,000 ga llons  pe r month, a lthough Walden has  frequently de live red more  than 400,000
to me e t Wilhoit cus tome r ne e ds . Howe ve r, during a  pe a k de ma nd pe riod this  la s t summe r
Wa lde n did limit the  de live ry of wa te r to Wilhoit which re s ulte d in a n e xte nde d pe riod of
curta ilment and numerous  cus tomer compla ints . S ince  a ll of the  we lls  within its  se rvice  a rea
ha ve  be e n low wa te r produce rs , S ta ff be lie ve s  tha t Wilhoit should look be yond its  s e rvice
a re a  a nd cons ide r o the r a re a s  for drilling  a  ne w we ll. Wa lde n re ce ntly drille d  a  we ll
northwe s t of Highwa y 89 ne a r Done ga l Drive  which is  ca pa ble  of producing 165 GP M.
Ba se d on the  limite d informa tion tha t is  a va ila ble , S ta ffs  be lie ve s  a  re a sona ble  e s tima te  to
drill such a  we ll is  $100,000. The  spe cific loca tion of a ny ne w we ll a nd ma ny othe r fa ctors
which a re  unknown a t this  time  could ha ve  a  s ignifica nt impa ct on the  a ctua l cos t. S ta ff
be lie ve s  tha t the  mos t cos t e ffe ctive  s olution ca n be  re a lize d if Wilhoit a nd Wa lde n work
coopera tive ly and tha t such a  solution could benefit both companies .

S ta ff re comme nds  tha t by De ce mbe r 31, 2008, Wilhoit file , a s  a  complia nce  ite m with the
Commiss ion's  Docke t Control, the  ADEQ Approva l of Cons truction for the  pla nt re la te d to
the  Compa ny's  de ve lopme nt of a  ne w wa te r s ource . In a ddition, S ta ff be lie ve s  tha t the
Thunde rbird Me a dows  Wa te r s ys te m s hould be  e va lua te d from a  globa l pe rs pe ctive  to
de te rmine  system adequacy and e fficiency. S ta ff further recommends tha t the  Company take
imme dia te  a ction to s e e k a s s is ta nce  from ADEQ through its  s ys te m e va lua tion progra m.
Upon comple tion  of the  ADEQ s ys te m e va lua tion , S ta ff furthe r re comme nds  tha t the
Company immedia te ly apply for a  Technica l Ass is tance  Grant from the  Wate r Infra s tructure
a nd Fina nce  Authority ("WIFA") to a s s is t in de s igning proje cts  tha t will improve  s ys te m
performance .

The  Thunde rbird Me a dows  sys te m cons is ts  of two we ll s ite s  a nd one  prima ry s tora ge  ta nk
s ite . Ge ne ra lly, e a ch we ll s ite  include s  a  we ll a nd we ll me te r. One  of the  we ll s ite s , re fe rre d
to as  the  "second tank and well s ite" includes  a  s torage  tank and booste r pump. Exhibit 3 is  a
schematic diagram showing how the  well s ites  and various system components  interconnect.

The  wa te r sys te m ha s  a de qua te  s tora ge  ca pa city (se e  ADEQ Complia nce -Se ction D.2 a nd
Financing-Section K.4.b for further discussion regarding the  s torage  tanks).



WEI S ite Second Tank &
We ll S ite

Second Tank &
We ll S ite

Ne w We ll S ite
(a ka  Lowe r We ll

S ite )

Ne w We ll S ite
(a ka  Lowe r We ll

S ite )

55-804908
ate 2)

ADWR ID No.
!

55-622742 55-622744 55-568193

i

Casing Size
(inche s )

8 6 8 5

Casing Depth
(fe e t)

810 176 805 760

IP u m p T e submers ible submers ible submers ible submers ible
Pump S ize
(horsepower)

3 1/2 3 2

-

Pump Yield
( m)

5 5 5 2 (Note  3)

Me te r S ize
(inche s )

1 3/4 1 1/2 no

Chlorina tor n o no no na
Storage Tanks
(ga llons )

12,000 (Note 4) 12,000 (Note 4) no Na

Booster Pumps
(horsepower)

1-1(Note  5) 1-1(Note5) no no

Pressure TaM<s
(ga llons )

n o no Na Na

Surge Tanks
(ga llons )

Na no no no
I

Structures Na na Small approx.
3 ' X 5 ' We ll a nd

Generator
Enclosures

no
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Well S ite  Da ta  (see  Note  1)

Notes :
l. In a ddition to the  we lls  lis te d in the  following ta ble  the  compa ny ide ntifie d five  we lls  in its

2006 a nnua l re port which a ppa re ntly ha ve  be e n a ba ndone d a nd a re  no longe r in se rvice .
Four of the  ina ctive  we lls  a re  loca te d in the  ge ne ra l vicinity of the  S e cond Ta nk a nd We ll
S ite  and the  fifth inactive  well is  loca ted near Highway 89 be tween S teven Tra il and Mag by
Drive . S ta ff concludes  the se  we lls  a re  no longe r "used and use ful" to the  utilitie s  provis ion
of service .

2. We ll (ADWR lD #55-804908) wa s  not in S e rvice  a t tim e  of S ta ff's  ins pe ction, drille d in
2006 this  well is  s till under construction and waiting for ADEQ approva ls .

3. Company's  expected GP M per te s t yie ld.
4. A single  12>000 gallon storage tank is located at the  Second Tank & Well S ite .
5. A single  one  horsepower booste r pump is  loca ted a t the  Second Tank & Well S ite .



S ite

v

Storage Tanks
(ga llons )

I
i

Uppe r Ta nk
S ite

1 -22,000
1 -33,000

n o(Note  1)

Diame te r(inches) Ma te ria l Le ngth (fe e t)

4 P VC 10,500
6 P VC 10,500

_

Size
- . ......

Qua ntity

1235/8 x 3/4-inch I

Size Qua lltityl
! l~

Standard iIn o

Wilhoit Water Company, Inc. (Thunderbird Meadows system)
Docket No. W-02065A-07-0312 et. al.

Page 4

Storage  Tank Site

Components Stulctures

Notes:
1. The  inte rconnection facility with Walden te rmina tes  a t the  Upper Tank S ite . This  facility

consists of a 3 inch PVC line (approximately 1,000 feet in length) and automatic controls and
valves (the flow of water from Walden is controlled automatically, it is stopped when water
reaches a  pre~determined level in Wilhoit's  33,000 gallon storage tank). A 3 inch meter is
loca ted be tween the  two s torage  tanks. This  meter measures  the  flow of water through
gravity feed from a Walden 133,000 gallon storage tank located on the other side of Highway
89.

Water Ma in Da ta

Notes:
1, Quantities reflect annual report data for 2006.
2. Twenty-two thousand feet of 4 inch and 6 inch AC pipe was reported at the time of the last

rate case.

Customer Meter Data

Notes:
1. Quantities reflect annual report data for 2006.
2. Seventy 5/8 x 3/4-inch meters were reported at the time of the last rate case.

Fire  Hydra nt Da ta

Notes:
1. Quantities reflect annual report data for 2006.
2. There were no fire hydrants reported at the time of the last rate case.
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c. ARS E NIC

The  U.S . Environme nta l P rote ction  Age ncy (EP A) ha s  re duce d the  a rs e nic ma ximum
conta mina nt le ve l (MCL) in drinking wa te r from 50 microgra ms  pe r lite r (pg/1) to 10 pg/L
The  a rs e nic le ve l re porte d by Wilhoit for the  Thunde rbird Me a dows  s ys te m complie s  with
the  new a rsenic MCL.

D. ADE Q  C O MP LIANC E

ADEQ Compliance Status

ADEQ ha s  de te rmine d tha t the  Wilhoit Thunde rbird Me a dows  wa te r sys te m (ADEQ P ublic
Wate r Sys tem Identifica tion No. 13-056) has  no ma jor de ficiencies  and is  currently de live ring
wa te r tha t me e ts  wa te r qua lity s ta nda rds  re quire d by Arizona  Adminis tra tive  Code , Title  18,
Chapter 4. 4

ADEQ Notice  of Viola tion ("NOV")

On Se pte mbe r 29, 2006, the  Wilhoit Thunde rbird Me a dows  wa te r sys te m wa s  inspe cte d by
ADEQ. As  a  re s ult of tha t ins pe ction ADEQ is s ue d a n NOV to Wilhoit on Fe brua ry 21,
2007. The  NOV is  a n  informa l complia nce  a s s ura nce  too l us e d  by ADEQ to  put the
re s pons ible  pa rty, in  th is  ca s e  Wilhoit, on notice  tha t ADEQ be lie ve s  a  viola tion of a n
e nvironme nta l re quire me nt ha s  occurre d. The  NOV wa s  is s ue d to Wilhoit for "fa ilure  to
e nsure  tha t a  ma te ria l or product tha t come s  in conta ct with wa te r or with wa te r tre a tme nt
chemica ls  conforms with American Na tiona l S tandards  Ins titute  / NSF Inte rna tiona l S tandard
61-l997(b)". The  inte rior of the  two s torage  tanks  loca ted a t the  upper tank s ite  was  recoa ted
with shotcre te . The  ADEQ opera tion and maintenance  inspection report, issued as  a  result of
ADEQ's  S e p te mbe r 29 , 2006  ins pe ction , re comme nde d  tha t Wilho it a ddre s s  s e ve n
de ficie ncie s  ide ntifie d during the  ins pe ction. De ficie ncie s  numbe re d 3 through 7 in the
opera tion and ma intenance  inspection report will be  addressed when the  Company replaces
the  s tora ge  ta nks  which it p la ns  to  do (s e e  S e ction K for furthe r d is cus s ion a bout the
Co mp a n y's  a p p lica tio n  fo r fin a n c in g  to  fu n d  a  s to ra g e  ta n k re p la ce me n t p ro je c t).
Deficiencies  #1 and #2 lis ted be low had not been addressed a t the  time of Staff' s  inspection.

#1 Well #55-622742 has  a  s ink hole  nea r the  we ll s ite . The  s ink hole  should be  filled
in to protect the  we ll.
#2 The  e le ctrica l wiring pe ne tra ting the  we ll s e a l for we ll #55-622742 s hould be
caulked to prevent entry of contaminants  into the  we ll.

4 ADEQ Drinking Water Compliance Status Report dated 4-30-07 (submitted with the rate application).

2.

1.
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Sta ff recommends  tha t within 60 days  of the  e ffective  da te  of the  orde r in this  ma tte r Wilhoit
address  deficiencies  #1 and #2 (above) and file , as  a  compliance  item wider the  Comlniss ion's
Docke t Control, documenta tion demonstra ting tha t the  improvements  have  been comple ted.

E. AR IZO NA DE P AR TME NT
C O MP LIANC E

O F WATE R RESOURCES ("ADWR")

Th e  W ilh o it Th u n d e rb ird  Me a d o ws  wa te r s ys te m is  n o t with in  a n y ADW R  Ac tive
Ma na ge me nt Are a  ("AMA"), a nd cons e que ntly is  not s ubje ct to ADWR AMA re porting a nd
conservation rules .

ADWR we ll re cords  we re  che cke d to  ve rify Compa ny owne rs hip of the  we lls . ADW R
records  indica ted tha t the  three  active  we lls  we re  owned by David Conlin or Glen Arm Land.
S ta ff recommends  tha t within 60 days  of the  e ffective  da te  of the  orde r in this  ma tte r Wilhoit
make  a ll necessa ry corrections  to ADWR regis tra tion records  to re flect ownership of a ll we lls
b y W ilh o it a n d  file ,  a s  a  c o mp lia n c e  ite m with  th e  Co mmis s io n 's  Do c ke t Co n tro l,
documentation demonstra ting that such corrections have been made.

F . WATER TES TING EXP ENS E

The  Thunde rbird  Me a dows  Wa te r s ys te m is  s ubje ct to  ma nda tory pa rticipa tion  in  the
Monitoring As s is ta nce  P rogra m ("MAP "). P a rticipa tion in the  MAP  progra m is  ma nda tory
for wa te r s ys te ms , which s e rve  le s s  tha n 10,000 pe rs ons  (a pproxima te ly 3,300 s e rvice
connections). The  Company reported its  wa te r te s ting expense  a t $1,724.245 during the  te s t
year. Staff has reviewed the  Company's  testing expense  and has recalcula ted the  testing costs
to remove  non-wa te r te s ting fees , and to add the  omitted monitoring requirements  for lead &
coppe r.

Water testing costs  were  ca lcula ted, based on the  following assumptionsl

MAP  will do ba s e line  te s ting on a ll pa ra me te rs  e xce pt coppe r, le a d, nitra te s , a nd
coliform ba cte ria .
ADEQ te s ting is  pe rformed in 3 yea r compliance  cycle s . The re fore , monitoring cos ts
a re  e s tima te d for a  3 ye a r complia nce  pe riod a nd the n pre s e nte d a s  a  pro  forma
expense on an annualized basis.

Water tes ting expenses  should be  adjusted to the  annua l expense  amount shown in the  table
be low.

5 Amended water testing expense per Company filing docketed August 20, 2007.



No. of
tests per
3 years

Monitoring - 1 system,
One POE

(Tests per 3 years, unless
noted)

Cost
per
test

Tota l 3
year cost

Annual cost

-........_..._.L¢.

$780
!'

Bacteriological - monthly 36$65 $2,340

IHOIlg3I]iCS MAP MAP MAP MAP
Radiochemical .- (1/ 4 yrs) MAP MAP MAP MAP
IOC's , S OC's , VOC's MAP MAP MAP MAP
Nitrite s MAP MAP MAP MAP
Nitra te s  - a nnua l $55 3 $165 $55
Asbestos - per 9 years MAP MAP MAP MAP
Lead & Coppe r - pe r 3
years
Shipplng -. per year

$45

$50

5

3

$225

$150

$75

$50
MAP fees* $590.00

Tota l $1550.00
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Water Testis- Co s t

*ADEQ MAP billing for Calendar Year 2006.

G. WATER USE

Water Sold

Based on the information provided by the Company for the Thunderbird Meadows system,
water use for the test year ending December 31, 2006, is presented below. Customer
consumption included a high monthly water use of 238 gallons per day ("GPD") per
connection in June, and the low water use was 50 GPD per connection in October. The
average annual use was 137 GPD per connection.



Wilhoit Water Company, Inc, (Thunderbird Meadows  sys tem)
Docket No. W-02065A-07-0312 et. a l.

Page 8

Non-account Wate r

It is  importa nt to  be  a ble  to  re concile  the  diffe re nce  be twe e n wa te r s old a nd the  wa te r
produce d by the  source . A wa te r ba la nce  will a llow a  wa te r compa ny to ide ntify wa te r a nd
revenue  losses  due  to leakage , theft, and flushing. Non-account wate r should be  10% or less .
The  Compa ny re porte d 6,147,920 ga llons  of wa te r s old a nd did not re port the  numbe r of
ga llons  pumpe d during the  te s t ye a r. The  Compa ny ha s  informe d S ta ff tha t its  wa s  not
known until re ce ntly tha t me te rs  we re  in pla ce  on die  Thunde rbird Me a dows  sys te m's  we lls ,
the re fore , no re a dings  we re  done  in 2006. S ince  the  ga llons  pumpe d a re  unknown a t this
time , the  pe rce nt of non-a ccount wa te r for the  Thunde rbird Me a dows  s ys te m ca n not be
de te rmined.

S ta ff recommends  tha t the  Company monitor the  Thunde rbird Meadows  sys tem and submit
the  ga llons  pumpe d a nd s old to de te rmine  the  non-a ccount wa te r for one  full ye a r. The
re sults  of this  monitoring a nd re porting sha ll be  docke te d a s  a  complia nce  ite m in this  ca se
within 13 months  of the  e ffe ctive  da te  of the  orde r is sue d in this  proce e ding. If the  re porte d
wa te r los s  in gre a te r tha n 10% the  Compa ny s ha ll pre pa re  a  re port conta ining a  de ta ile d
ana lys is  and plan to reduce  wa te r loss  to 10% or le ss . If the  Company be lieves  it is  not cos t
e ffe ctive  to re duce  the  wa te r los s  to le s s  tha n 10%, it should submit a  de ta ile d cos t be ne fit
ana lys is  to support its  opinion. 111 no case  sha ll the  Company a llow wate r loss  to be  grea te r
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than 15%. The water loss reduction report or the detailed analysis, whichever is submitted,
shall be docketed as a compliance item within 13 months of the effective date of the order
issued in this proceeding.

H. GROWTH

In the Company's Annual Reports, it did not separate the customer count for each of its three
independent water systems, but instead, reported its entire customer base as one. Therefore,
Staff cannot report or prob et growth for the Thunderbird Meadows system using the Annual
Report growth data . Staff recommends that the Company be required to report its customer
count by system in future Annual Reports. Staff would note, however, that the Company
reported 75 customers during 1991, for the Company's prior rate case, and the Company
reported 123 customers during 2006 test year for this rate case. Based on this information,
Staff calculated a growth rate of approximately three customers per year and estimates that
the system could have over 138 customers by2011.

1 . DEPRECIATION RATES

The Company has been using a depreciation rate of 5.00% in every National Association of
Regulatory Utility Commissioners ("NARUC") plant category. In recent orders, the
Commission has been shifting away Hom the use of composite rates in favor of individual
depreciation rates by NARUC category. (For example, a uniform 5% composite rate would
not really be appropriate for either vehicles or transmission mains and instead, different
specific retirement rates should be used.)

Staff has developed typical and customary depreciation rates within a range of anticipated
equipment life by NARUC category. These rates are presented in Exhibit 4 and it is
recommended that the Company use these rates on a going-forward basis.

J . CURTAILMENT PLAN TARIFF

Wilhoit has an approved curtailment tariff for its Thunderbird Meadows system on file with
the ACC.

K. OTHER ISSUES

Service Line and Meter Installation Charges

The Company has requested changes in its service line and meter installation charges. These
charges are refundable advances and the Company's requested charges are within the range
of charges typically recommended by Staff Since the Company may at times install meters
on existing service lines, it would be appropriate for some customers to only be charged for
the meter installation. Therefore, separate service line and meter charges have been

1 .



,_.

Meter Size
Company' s

Current
Charges

Company's
Proposed
Charges

i 5/8 x 3/4-inch $278 $520 $385 $135 $520

3/4-inch $309 $600 $385 $215 $600

1 -inch $360 $690 $435 $255 $690

1-1/2-inch $552 $935 $470 $465 $935

2-inch $779 $1,595 $630 $965 $1,595

3-inch $1,010 $2,275 $805 $1,470 $2,275

4-mch $1,703 $3,520 $1,170 $2,350 $3,520

6-inch $3,769 $6,275 $1,730 $4,545 $6,275

Service  Line
Charges

Me te r
Charges

Tota l
Charges

Staff' s Recommendations
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de ve lope d  by S ta ff.
a dopte d.

S ta ffs  re c o m m e n d e d  c h a rg e s  lis te d  in  th e  ta b le  b e lo w s h o u ld  b e

Service  Line  and Mete r Ins ta lla tion Charges

Misce llaneous Expenses  Included Under Water Testing

The  Compa ny re porte d non-wa te r te s ting e xpe nse s  in the  wa te r te s ting ca te gory. For
purpose s  of cla rifica tion, S ta ff re move d the se  e xpe nse s  from its  re comme nde d wa te r te s ting
e xpe nse . The  e xpe nse s  re move d we re  for ya rd cle a n up, to a tte nd a n ADEQ me e ting a nd for
pre pa ra tion of a n ADEQ re port. S ta ff be lie ve s  the s e  e xpe ns e s  which tota le d $300 a re
re a sona ble  a nd a ppropria te  but should not be  ide ntifie d a nd include d a s  a  wa te r te s ting
expense .

P la nt De ficie ncie s  Ide ntifie d During S ta ff" s  S ite  Ins pe ction

S ta ff ide ntifie d s e ve ra l ite m s  tha t ne e de d a tte ntion during its  s ite  v is it on J uly 2 ,  2007, the
ite m s  ide ntifie d we re :

3.

2.

• Corre ct subs ta nda rd (loose  a nd/or e xpose d) wiring a t the  uppe r a nd the  lowe r ta nk
sites to meet applicable  safety standards.
Replace any substandard/unsafe  power panels and deteriorated supporting structures.
Ins ta ll ne w fe ncing a nd/or re pa ir e xis ting fe ncing a round we lls  a nd s tora ge  ta nks  a t
the  upper and the  lower tank s ites  to meet minimum security requirements .
Insta ll clear readable  Signage  a t a ll s ites  as  required by ADEQ.
Clean up tank and well s ites  remove old parts  and other debris  from area .



De s cription Amount
7-inch steel surface casing $800.00
Drille d  a nd ca s e d  hole  with  P VC ca s ing
with we ll scre e n

$13,680.00

Sales Tax $592.96

Wilhoit Water Company, Inc. (Thunderbird Meadows  sys tem)
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S ta ff recommends  tha t by December 31, 2008, Wilhoit comple te  the  needed improvements
lis te d  a bove  a nd  tile ,  a s  a  complia nce  ite m with  the  Commis s ion 's  Docke t Con tro l,
documenta tion demonstra ting tha t the  improvements have  been completed.

Fina ncing Applica tions

Wilhoit s ubmitte d two s e pa ra te  fina ncing a pplica tions : Docke t No. W-02065A_07_0306
refe rred to here in as  Well Project, and, Docke t No. W-02065A_07_0307 re fe rred to here in as
Tank Project.

Construction Proj acts and Costs

We ll P roje ct - drilling of a  ne w we ll (ADWR# 55-804908)

The  Compa ny re porte d  tha t th is  we ll wa s  drille d  in  2006 to  provide  a dditiona l s ource
ca pa city to the  sys te m. The  Compa ny is  propos ing a  re troa ctive  de bt fina ncing from its
pa rent company, Glena rm Land Company, Inc., in the  amount of $15,000 annua lized ove r a
te rm of ten yea rs , with such sum to bea r inte re s t a t 10 pe rcent pe r annum until pa id. A copy
of the  re ce ipt from Unive rsa l Drilling, Inc. for $15,072.96 to drill the  we ll wa s  include d with
the  applica tion. The  rece ipt included the  following cos t brea .kdown:

Tota l $15,072.96

This  we ll is  expected to be  a  low produce r a t only two GPM. At the  time  of S ta ff's  inspection
the  we ll wa s  s till unde r cons truction a wa iting ADEQ a pprova l. Eve n though the  we ll will
only provide  a  sma ll a mount of re lie f a t two GPM, the  Compa ny pla ns  to pla ce  the  we ll into
service  as  soon as  possible . S ta ff concludes  tha t the  proposed Well Project was  appropria te
and tha t the  submitted costs  for drilling the  well appear to be  reasonable . However, this  does
not imply a ny pa rticula r future  tre a tme nt for ra te  ba s e . At the  pre s e nt time  the  we ll is  not
used and useful.

Tank Project

The  Company is  reques ting authoriza tion to incur $131,058.62 in debt for ins ta lla tion of two
new 25,000 ga llon s tee l s torage  tanks, a  14,000 ga llon ga lvanized s torage  tank with ring, and
cove r the  misce llaneous  plumbing and e lectrica l, in orde r to address  the  ADEQ NOV and to

2.

4.

1 .



De s cription Amount
Two - 25,000 Gallon Stee l S torage  Tanks $51,000.00
14,000 Ga llon Ga lvanized Tank wIRing $7,868.00
Misce llaneous P lumbing BL Electrica l $15,000.00
Tota l Ma te ria l $73,868.00

Sales Tax $4,690.62
Ta nk De live ry $3,500.00
Site  P rep & Excava tion $40,000.00
Wa te r De live ry $2,000.00
Ins ta lla tion La bor $7,000.00

Wilhoit Water Company, Inc. (Thunderbird Meadows system)
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re me dy the  curre nt ma inte na nce  is sue s . As  pa rt of this  fina ncing a pplica tion the  Compa ny
s ubmitte d a n invoice  from P re s cott P ump S e rvice , Inc. which include d the  following cos t
bre a kdown:

Tota l Ins ta lle d $131,058.62

Staff concludes tha t the  proposed Tank Project is  appropria te  and the  estimated costs  appear
to be  reasonable . However, this  does  not imply any pa rticula r future  trea tment for ra te  base .
No "us e d a nd us e ful" de te nnina tion of the  propos e d pla nt wa s  ma de , a nd no conclus ions
should be  inferred for ra te  making or ra te  base  purposes.
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EXHIBIT 2

Y A V A P A I C O U N T Y

CAMP VERD

1782 >

2740 )

( 3443 )

( 1445 )

( 1 o04 )

3476 )

1624 )

ezzn

2510

2089 )

2476 )

1419 >

3994 )

2370 )

1559 )

2060 )

(413) J

155s )

1384 )

3263 )

4120)

1670 )

2467 )

2539 )

1865 )

ABRA WATER COMPANY. INC

ANTELOPE LAKES WATER COMPANY

APPALOOSA WATER COMPANY

ARIZONA WATER COMPANY

ASHFORK DEVELOPMENT ASSOCIATION, INC

BN LEASING CORPORATION

BIG PARK WATER COMPANY

BOYNTON CANYON ENCHANTMENT HOMEOWNERS ASSOC

BRADSHAW MOUNTAIN WEW WATER COMPANY

BRADSHAW WATER COMPANY. INC

CAMP VERDE WATER SYSTEM

CDC WICKENBURG WATER. LLC

CHINO MEADOWS II WATER COMPANY. INC

COLDWATER CANYON WATER COMPANY

CORDES LAKES WATER COMPANY

CROSS CREEK RANCH WATER COMPANY

CROWN KING WATER COMPANY. INC

DELL'S WATER COMPANY. INC

DIAMOND VALLEY WATER USERS ASSOCIATION

GRAND CANYON CAVERNS AND INN, LLC

GRANITE DELLS WATER COMPANY

GRANITE MOUNTAIN WATER COMPANY. INC

GRANITE OAKS WATER USERS ASSOCIATION

GROOM CREEK WATER USERS ASSOCIATION

ptzlasircwr

1638 ) HOLIDAY HILLS WATER COMPANY

2197) HUMBOLDT WATER SYSTEM, INC

e z z n ICE WATER USERS ASSOCIATION

2624 ) mxcx-1AELs 1uu~1cH WATER USERS'ASSOCIATION

2651 ) IUNIPER WELLS WATER COMPANY

LAKE VERDE WATER COMPANY

2192 ) LITTLE PARK WATER COMPANY. INC

( 2245 I LOMA ESTATES WATER COMPANY, Lu:

2504 ) MEADOW WATER COMPANY

az54 ) MONTEZUMA RIMROCK WATER COMPANY. LLC

4304 J OAK CREEK PUBLIC SERVICE. LLC

1392 ) OAK CREEK WATER COMPANY no. I

2146 ) PEEPLES VALLEY WATER COMPANY

2181 ) PINE VALLEY WATER COMPANY

3448 ) RAINBOW PARKS. INC

L ' i 9 J SEDONA VENTURE (MHC OPERATING LTD PARTNERSHIP)

( 3388 J SEVEN CANYONS WATER COMPANY

1671 ) SHERMAN PINES WATER COMPANY

2372 J VERDE LAKES WATER CORPORATION

2369 ) WALDEN MEADOWS COMMUNITY COOPERATIVE

WHITE HORSE RANCH OWNERS ASSOCIATION, INC

2065 ) WILHOIT WATER COMPANY. INC

2255 J YARNELL WATER IMPROVEMENT ASSOCIATION

ma:

A-n49\(144§*SENONA
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EXHIBIT 3

Walden
Meadows )
lnteluonnectiun

Wilhoit Water Company, Inc.
Thunderbird MeadowsSystem

Doc.k€-I No. W-02065A-07-03 iz
PWS-13-056

4 : , ====>

Dl51llllJlloH
i n:

W

lll)ll8l' rm Sile

DWR ID #622744
5 HP W ll Pump

5 GPM

1 HP
Booster Pump

Second Tank &
Well Sile

DWR ID #622742
3 HP Wei Pump

5 GPM
'H r

:Even snAIL

3\no
>-
3
- NOTES

1)

IIGIY DRIVE 2)

3)

new {I.lHDEl consnucnow
w s . NOT IN-SERVICE)

A

new Well Slle
(AKA lower well silo)

4)

WATER IS GRAVITY FED
FROM UPPER TANK SITE TO
LOWER ELEVATIONS
SERVING 123 METERED
CONNECTIONS AS OF
YEAR END 12-31-06
NO STANDPIPE SERVICE
PROVIDED
STORE IS FED FROM LOWER
AND UPPER WELL AND TANK
SITES. REMAINING
CUSTOMERS FED FROM
UPPER TANKS
A % HP BOOSTER PUMP
SERVES ONE CUSTOMER
NEAR UPPER TANKS (NOT
SHOWN)

DWR ID #804908
2 HP Well Pump

2 GPM
(Test Yield)

\.

J \. DWR ID #568193
3 HP WeB Pump

5 GPM
Well Pump

8 Pumps lo System
No Booster Pump



Depreciable  P lantNAR UC
Account No .

Average
S e rvice  Life
(Ye a rs )

Annua l
Accrua l Ra te

(%)1

304
I

Structures  & Improvements
L . ._ ............_--

30
r

3.33
i 305 Colle cting & Impounding Re se rvoirs 40 2.50

306 Lake , Rive r, Cana l Intakes 40 2.50
307 We lls  & S prings 30 3.33

308 Infiltra tion Ga lle rie s 15 6.67

309 Raw Wate r Supply Ma ins 50 2.00

310 Power Genera tion Equipment 20 5.00

311 Pumping Equipment 5 20.0

320 Water Trea tment Equipment
320.1 Water Treatment Plants 30 3.33

320.2 Solution Chemica l Feeders 5 20.0

330 Dis tribution Rese rvoirs  & S tandpipe s
330.1 Storage Tanks 45 2.22

330.2 P re ssure  Ta nks 20 5.00

3 3 1 Tra nsmis s ion & Dis tribution Ma ins 50 2.00

333 Services 30 3.33

334 Me te rs 12 i8.33

335 Hydra nts 50 2.00

336 Ba ckflow P re ve ntion De vice s 15 6.67

339 Othe r P la nt & Misc Equipme nt 15 6.67

340 Office  Furniture  & Equipme nt 15 6.67 i

340.1 Compute rs  & Software 5
I

20.00

341 Transporta tion Equipment 5 20.00
342 Stores Equipment 25 4.00

343 Tools , Shop & Garage  Equipment 20 5.00

344 Labora tory Equlpment 10
I

10.00

345 Power Opera ted Equipment 20 5.00

346 Communica tion Equipment 10 10.00
I

347 Misce llaneous  Equipment 10 10.00

348 Othe r Tangible  P lant

EXHIBIT 4
TYPICAL DEPRECIATION RATES FOR WATER COMPANIES

NOTES :
1. These depreciation rates represent average expected rates. Water companies may

experience different rates due to variations in construction, environment, or the physical
and chemical characteristics of the water.

2. Acct. 348, Other Tangible Plant may vary from 5% to 50%. The depreciation rate would
be set in accordance wide the specific capital items in this account.


